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If billiards is your hobby... 


The cue must be just right for you. The 
table perfectly cushioned. 

You find your game improves when 
you use the equipment that suits you 


best! 


If typing were your job... 


You'd use the best-all-around typewriter 


on the market 





the Royal. 

So why not improve your secretaries’ 
work by supplying them with the best 
typing equipment. Get them Royals—the 
typewriters preferred by typists every- 


where. 


Preferences For Royal Far Out In Front 


1. Popularity! Just see how Royal rates with secretaries and 
typists. A national survey shows that the preference for 
Royals equals the combined preference for the next three 
leading typewriters. Your typists will do more work, better 


work on machines they prefer using. 


2. Royal efficieney! There are work-saving, time-saving fea- 





tures on a Royal not found on any other typewriter. That’s 
why Royals are preferred. That’s why they result in higher 


production per machine! 


3. Royal durability! These typewriters are really sturdy. 
Royals stand up... spend more time on the job, less time 
out for repairs. With Royal, you get the maximum return 
for your typewriter investment! 





ROYAL ~ World’s No. 1 Typewriter 
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Ditto offers you a bargain in profits! Ditto actually costs 
you nothing—yields substantial savings in time and 


money 
after year. 





savings that repeat many times over, year 


Ditto copies anything—typed, written, printed, or drawn. 
Its flexibility makes Ditto widely used for business sys- 
tems—payroll, production, order-billing, purchasing . . . 
hundreds of other uses. 
Firms in every line of business have attested to sensa- 
tional savings with Ditto. Check the list below—see 
where you can profit by adapting Ditto to fit your 
needs. Mail the coupon today! 


DITTO 


TRADE MARK REG, U, S, PAT OFF, 


2221 W. Harrison St., Chicago 12, Ill. 


In Canada: Ditto of Canada, Ltd., Toronto, Ont. 


CHECK THESE PROFIT-MAKING APPLICATIONS. MAIL THE COUPON 








MANUFACTURING 


OOrder and Billing Systems 

0 Parts Order 

0 Assembly Order 

O Purchase Order Receiving 
Systems 

0 Payroll Systems, Account- 
ing Reports 

0D Salesmen’s Bulletins, Price 
Book Sheets, Quotas, etc. 

0 Charts, Maps, Graphs, 
Drawings, etc. 

O Accounting Statements & 
Reports 


WHOLESALERS 


O Order and Billing Systems 
0 Salesmen’s Bulletins 
0 Price Book Changes 


FINANCIAL 
INSTITUTIONS 


O Daily, Weekly and 
Monthly Statements 

0 Trust Reports, Stock 
Transfers 

O Installment Loan Systems 


INSURANCE 
COMPANIES 


0 Policy Card Records, 
Bulletins to Agents 

0 Reports, Statements & 
Abstracts 

O Abstract of Claim 
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PUBLIC SERVICE 


CD Requisition and Purchase 
Order Systems, Bid Re- 
quests 

0 Accounting & Finance 
Statements 

0 Drawing & Sketches 


RAILROADS 


O Passing Car Reports, 
Operating Reports 

0 Car Interchange & Inter- 
line Exchange 

O Accounting and Financial 
Statements 


DEPARTMENT STORES 


0 Accounting and Financial 
Reports 

0 Sales and Stock Reports 

O Ruled Forms, Bulletins, 
etc. 


CHAIN STORES 


0 Inventory Sheets 

0 Warehouse Order and 
Billing 

0 Price Lists and Changes 

0 Advertising Layouts 


CONSTRUCTION 
AND BUILDING 


DC Specifications, Bid 
Requests 

O Drawings and Sketches 

0 Payroll 

O Purchasing Receiving 


PRINTING 
AND PUBLISHING 


OC Printing Orders 

O Advertising and 
Circulation Statistics 

O Advertising Presentations 

0 Reports and Statements 


ASSOCIATIONS 


0 Bulletins to Members, 
Credit Inquiries 

0 Statements and Reports, 
House Organ 


MEAT PACKERS 


0 Order and Billing Systems 

0 Sales Bulletins and Price 
Lists 

0 Accounting and Financial 
Statements 


ACCOUNTANTS 

O Profit and Loss State- 
ments 

0 Balance Sheets, Audit Re- 
ports 

O Ruled Forms, Working 
Papers 

O Income Tax Reports 


GOVERNMENTS 
0 Accounting Reports, Bid 
Requests 
O Purchase Orders 
O Engineering Drawings 
0 Charts and Graphs 
0 Specifications 
0 Material Lists 





Ditto, Inc. 


Chicago, Illinois 





2221 W. Harrison Street 


Gentlemen: Kindly send me further informa- 
tion on how I can make profits with Ditto in 
my business, as checked above. 
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IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, tne. 


A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 
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Correspondence 





CONTROLLER VS. COMPTROLLER 
Editors, THE CONTROLLER: 

Some time ago you had an article in 
which you differentiated between a con- 
troller and comptroller, something which 
has never been quite clear in my mind. 

I am wondering if reprints of that arti- 
cle are available or whether an issue con- 
taining the article is available. If so, 
please furnish whichever is available to 
me and invoice me accordingly. 

J. A. B. 


There was a rather sizable Editorial on 
this subject in the April, 1943 issue of 
THE CONTROLLER, which quoted 11 dic- 
tionaries, each indicating that the spelling, 
comptroller, is “erroneous” ... “ar- 
chaic” . . . “mis-spelling.” 

The Controllers Institute of America, 
organized in 1931, definitely advocates the 
use of ‘controller,’ and the adoption of 
this spelling had been made at an even 
earlier date (1920) by the Controllers 
Congress of the National Retail Dry 
Goods Association. On the other hand, 
the National Association of Bank Audi- 
tors and Comptrollers has chosen to use 
the spelling “‘comptroller’’ in designating 
this office. 

This matter of proper spelling is dis- 
cussed in ‘The Controller, His Functions 
and Organizations,’ by J. Hugh Jackson, 
which is published by Harvard University 
Press and will be reviewed in a later issue 
of THE CONTROLLER. Some of the obser- 
vations which follow are based on Mr. 
Jackson’s findings. 

From the strictly etymological point of 
view it would appear that “‘controller’’ is 
the more correct spelling. The word ap- 
parently came into our language from the 
Latin, by way of the ancient French. It 
was originally spelled “contre-role,”’ or 
“contre-rolle,” literally" meaning a “role 
checked against.” Accordingly, in the old 
French the spelling became ‘‘contre-roller,”’ 
referring to the one who keeps a “‘contre 
roll,” or a copy of a document used to 
check the original. The function of the 
officer was apparently thought to be a 
check on the treasurer, or person in charge 
of accounts. 

The word was adapted to English ap- 
parently about the Twelfth or Thirteenth 


THe CONTROLLER........... 


century, and the spelling became slightly 
changed. In Murray's New English Dic- 
tionary is a reference to the publication is- 
sued in 1292 in which the spelling is 
“countre-roullour,’” which would appear 
to be the English adaptation of the French 
word. However, it was not until consider- 
ably later, sometime in the Sixteenth 
century, that the spelling “comptroller” is 
found. An English work dated 1551 uses 
this spelling, which probably arose from 
the English misspelling of the first syl- 
lable ‘‘cont,” and which led to confusion 
as to the meaning and deriviation of the 
word and eventually brought about the in- 
troduction of the spelling ‘comptroller’ 
based upon the modern French. It has 
even been suggested that this spelling was 
probably introduced as a correction to 
what is now recognized as being the origi- 
nal spelling. 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 


for inclusion on this page. 


The Editors 











It seems obvious, therefore, that ‘‘con- 
troller’ is the direct descendent of the 
original form, and the “‘purist’’ in lan- 
guage will unquestionably prefer to use 
that spelling. “Comptroller,” on the other 
hand, while the result of an error com- 
mitted four or five hundred years ago, has 
become justified by centuries of usage. 

—THE EpiTors 


POSTWAR HERITAGES 


Editors, THE CONTROLLER: 


I regret that it was only recently, in do- 
ing some research work for my firm, that 
I read Mr. Duhig’s comments as printed 
in THE CONTROLLER (‘Postwar Eco- 
nomic and Social Heritages Abroad Out- 
lined by S. W. Duhig,” September, 
1947). I say “‘regret’’ because I am prob- 
ably a bit too late in requesting about 10 
copies of Mr. Duhig’s address as given at 
the conference of controllers held at 
French Lick Springs, Indiana, in 1947. 

As an overseas veteran of the recent 
war, I appreciate the wisdom of Mr. 
Duhig’s comments even more. In fact, it 
is with the intention of sending copies to 
my friends who served with me that I 
make this request. I realize how very long 
it has been and if you do not have copies 
on hand it is quite understandable that 
you cannot comply with my request. Let 
me say, though, that I cannot recall having 
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read in recent years anything approaching 
the depth of understanding of our prob. 
lems today that Mr. Duhig’s remarks jp. 
dicate as recorded in THE CONTROLLER. 

I should like to compliment particularly 
two additional articles. Alan H. Temple's 
article entitled ‘“The Outlook for ’47 and 
’48” (September, 1947) was considered 
a prophetic blueprint—the product of a 
fine analytical mind. In addition, the ad- 
dress of H. W. Prentis, Jr., entitled ‘The 
Price of Freedom’ (August, 1947) was, 
as in the case of Mr. Duhig’s comments, 
of the same extraordinarily high calibre 
that would have an appreciative reception 
if it were widely read. 

Perhaps the incentive that led to my 
complimentary comments towards the 
three individuals mentioned in the above 
discussion might be of interest. 

I constantly recall the many, many “bull 
sessions” we had overseas in the last war 
when the comments turned to our hopes 
for the future. So many of those who 
took part in those discussions never saw 
the postwar future that I am_ possibly 
overly preoccupied with the debt we owe 
those who died and as a result constantly 
look about in the comments of those in 
important positions for recognition of the 
nature of today’s prize bought at yester- 
way’s terrible price. In saying that, I do 
not mean the building of monuments, the 
passing of bills, and resolutions, etc. 

To me, it seems the one fundamental 
consideration going beyond our labor, 
housing, economic, lobby and all the other 
plagues of specific problems that might 
well be remembered is this: the war pre- 
served one thing above all else—a mode 
of life that says man is capable of deter- 
mining, through a representative govern- 
ment, what shall be done rather than a 
way of life which prescribes for the indi- 
vidual what he shall do. 

Perhaps the greatest tribute we can pay 
to those who died in the war and to 
those who were maimed by it is to main- 
tain within ourselves an awareness of the 
enormity of the duties and responsibilities 
that go beyond our many group interests 
—as labor union members, as_ bankers, 
as veterans, as controllers. These duties 
and responsibilities are the automatic 
companions of responsible citizenship. 

In looking at only a few copies of THE 
CONTROLLER it was refreshing, and re- 
assuring, to find, in addition to the com- 
petent articles concerning points of spe- 
cial interest to controllers, space reserved 
for thought provoking articles reflecting 
an awareness of fundamental considera- 
tions transcending the problems of the 
immediate group—articles that are so 
good that the greatest compliment I can 
pay them is to say it is to be sincerely 
regretted that they are limited out of 
necessity to so few. The three articles re- 
ferred to are of this nature. 


JOHN F. ANTONIAZZ1 
Westport, Conn. 
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Youll relax... and ease through more work with the 
quieter “93” electric adding machine. You'll enjoy cush- 
ioned power ... almost makes you think your office is 
by the side of a rippling stream. Tension is lessened, 


even when the cry is “Rush, rush!” 


And work flows rapidly, thanks to streamlined action. 
With longer motor bars and the famous 10-key touch 
control keyboard, you add, subtract, multiply . .. 

swiftly, softly, smoothly. Here’s new ease, new 


speed, a new thrill in figure work. 


Totaling invoices, preparing payrolls, han- 
dling statistics or whatever your prob- 
lem, our local representative will show 
you how to finish faster, with the 


new “93”. Phone him today. 





CUSHIONED POWER: 


Built-in steel cushions reduce noise and 


vibration, lessen strain, insure smoother 


operation and longer life. 


STREAMLINED ACTION: 

Longer, light-touch motor bars and com- 
pact 10-key keyboard eliminate finger 
groping, speed every operation. Com- 


pletely electrified. 


FREE BOOKLET: 

Write today for “Ripples of Sound” to 
Remington Rand, Dept. CR-8, 315 
Fourth Avenue, New York 10, N. Y. 
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The “Wave-Length’ of the Younger Generation 

Recently, I was asked to lecture at the New School for 
Social Research in the Greenwich Village section of Man- 
hattan. The School has often been described as “‘liberal’’ 
or “pink” in its tendencies—depending on the views of the 
describer. This was an evening class studying the organ- 
ization and structure of business in America. Although I 
anticipated some heckling, I accepted willingly because it 
seemed a chance to learn how that group of students was 
thinking; and a challenging opportunity to tell the story of 
a little-known aspect of American enterprise. 

The subject of the lecture was ‘Trade Associations and 
Their Place in American Business.” Students interrupted 
rather frequently with intelligent—and sometimes belliger- 
ent—questions. They were attentive and interested—more 
so, I believe, than any student body I have ever addressed. 
Moreover, they seemed willing and able to discern the con- 
structive benefits which trade associations have given the 
consuming public, the laboring public, and the investing 
public, through cooperative efforts of business enterprises. 

At the end of the lecture, the queries burst into full 
flower, and a fundamental truth dawned upon me. These 
students were hearing—practically all of them for the first 
time—about something they could understand in terms of 
their previous experience; and in terms of the propaganda 
to which they had been exposed by those who do not be- 
lieve in the American enterprise economy. 

They were hearing a story of cooperative effort for the 
common good. They were beginning to realize how vastly 
that good overshadowed the occasional sins which bring 
trade associations into conflict, for example, with anti-trust 
laws. Quite accidentally, I was talking their language. 

The experience raised a question in my mind. When we 
tell the business story, are we careful enough to discern 
whether we are broadcasting on the proper wave length to 
reach the younger generation, on the wave length where we 
can effectively combat the broadcast of misinformation? 


It is my belief that every business man and educator who 
believes in our enterprise economy and is able to be vocal 
about his beliefs should accept—or even seek—invitations 
to tell the story before those groups who are most frequently 
exposed to false theories. 


Tue CONTROLLER. mi Mes wen Aucust, 1948 





386 


Of course, it is easier to speak before a friendly audience. 
but the real danger to America will come with the day when 
any of us hesitates to expound and ‘“‘sell,”” before any kind of 
audience, the benefits of the American enterprise economy 
and its institutions. 


Creeping Paralysis 

A number of economists and observers have recently 
pointed to various factors which are tending to dry up the 
sources of new equity capital for business enterprise. Prac- 
tically all of these factors have a gradual, cumulative effect 
upon our economy. Perhaps the result is nothing to cause 
worry among those with 10 to 20 years of life expectancy, 


But if we want to think in broader terms of what the living 
standards of America as a whole may be 25 to 50 years hence, 
the possibilities range from disturbing to terrifying. 


First, we all know that our high personal surtax rates 
leave less funds in the hands of those who used to be im- 
portant sources of new capital. 

Second, inheritance taxes are levelling down fortunes 
which formerly yielded a surplus income and whose owners 
could afford the long risks of speculative enterprise which 
started some of today’s basic industries. 

Third, the objections which organized labor raises to 
large corporate profits in a prosperous period are not hedged 
or balanced by any organization offering to guarantee cor- 
porate enterprise against losses in depression periods. 
Hence, the chance of building equity capital from within 
business has diminished. 

The fourth point can be made by quoting a paragraph 
from a circular letter which economist Norman Lombard 
recently wrote to all the companies in which he holds stock: 

“Probably the explanation for the current shortage in 
equity capital may be found in the fact that the compensa- 
tion paid to those who supply that capital has not been 
adequate of late in terms of purchasing power, however 
large earnings may appear to be in terms of dollars, relative 
to former years.” 

Fifth, although it might be argued that tax law limitation 
on depreciation rates does not prevent a corporation from 
setting aside adequate reserves to replace equipment, at 
present high price levels, the argument does not do away 
with the danger. Replacement cost can be a real embarrass- 
ment, a negative factor, depleting the equity capital of busi- 
ness; for the corporation must pay taxes on funds not really 
available as profits. 


What is the order of magnitude of the danger which will 
be the result of the composite of all these forces? Remember 
that creeping paralysis in an economy can come so gradually 
as to be hardly noticeable. An individual affected with some 
slow-growing infirmity gradually compensates for it and 
scarcely notices it, but his friends who have not seen him for 
several months or years are struck by the difference. 


How can we gain a vantage-point to look at our economy, 
to scan the trends which have already become evident, and 
to forecast the future? Without the benefit of such study 
and observation, can we check-mate the threat of economic 
creeping paralysis? 

WALTER MITCHELL, JR. 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office * 55 WALL STREET + New York 





Including Domestic and Foreign Branches But Not Including The Affiliated 


Condensed Statement of Condition as of June 30, 1948 


City Bank Farmers Trust Company 





(In Dollars Only— Cents Omitted ) 








ASSETS 
Cash, Gold and Due from Banks ............ $1,461,486,097 
United States Government scinasaiiail (Direct 
or Fully Guaranteed). ae 1,788,510,291 
Obligations of Other F dered Reschin ey Ree 20,026,721 
State and Municipal Securities....... oateresee 245,222,036 
Other Securities. AR Ee re 82,591,319 
Loans and Tikkeciedin BR aos deri ere rr et Cre 1,308,134,577 
Real Estate Loans and Sadie. er eee 2,682,977 
Customers’ Liability for Kineikenen. pints eee 37,020,477 
Stock in Federal Reserve Bank. 7,200,000 
Ownership of International ickios Curiinens 
tion. SrA erento 7,000,000 
Bank Sienna. See Dupree tae mee. 28,128,039 
Items in Transit with iii CO ee 6,115,385 
NS il nae oa kG BE kone Re eeD 1,561,915 
eee 
LIABILITIES 
Deposits. . gaia $4,645,527,278 
( Includes U. S. “War Loan Deposit $37, 481 988) 
Liability on Acceptances and Bills. . $50,217,295 
Less: Own Acceptances in Port- 
ee 39,792,976 
Reserves for: 
Unearned Discount and Other Unearned 
Income. ‘ 5,370,967 
Interest, _—e Other anew Expenses, ete, 25,971,263 
PAVIdenGes oc cise Se ce Sean Sac ee eee 4,650,000 
Capital. . .$ 77,500,000 
Surplus. . , 162,500,000 
Undivided Profits. 34,367,350 274,367,350 
BGA 6. ii6.0s sacus ae ee TA 


$4,995,679,834 


Figures of Foreign Branches are as of June 25, 1948. 


$302,660,341 of United States Government Obligations and $2,272,208 of 
other assets are deposited to secure $228,380,560 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 





DIRECTORS 


WM. GAGE BRADY, JR. 
Chairman of the Board 


W. RANDOLPH BURGESS 
Chairman of the Executive 
Committee 
HOWARD C. SHEPERD 
President 


SOSTHENES BEHN 
Chairman and President, Inter- 
national Telephone and 
Telegraph Corporation 
CURTIS E. CALDER 
Chairman of the Board, Electric 
Bond and Share Company 
GUY CARY 
Shearman & Sterling & Wright 
EDWARD A. DEEDS 
Chairman of the Board, The 
National Cash Register 
Company 
“LEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 
A. P. GIANNINI 
Founder-Chairman, Bank 
ot America National Trust 
and Savings Association 


lan 


JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 


JAMES R. HOBBINS 
President, Anaconda Copper 
Mining Company 

AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 

ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 

FREDERICK B. RENTSCHLER 
Chairman, United Aircraft 
Corporation 

GERARD SWOPE 
Honorary President, General 
Electric Company 

REGINALD B. TAYLOR 
Williamsville, New York 

ROBERT WINTHROP 
Robert Winthrop & Co, 
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Long Term Leases and the Balance Sheet 


Controllers of many corporations are 
faced with a new problem today. (As if 
they didn’t have enough worries already!) 
The problem arises from the growing 
trend toward converting fixed assets into 
current assets by selling property for cash 
and then immediately renting it back on a 
long term lease. 

How should this lease be reported in finan- 
cial statements? 

A survey of reports of several corpora- 
tions which have made such arrangements 
appears to show that usually no recogni- 
tion is given to the new property right 
and the long term liability. Footnotes or 
comments in the President’s report are 
apparently deemed sufficient. It is too 
early to tell whether such reminders will 
be continued in future statements, but if 
past experience is any guide, there is 
some danger that they will not. More- 
over, business analysts are already com- 
plaining that the information given con- 
cerning these deals is inadequate. (Cf. 
Editorial in Business Week, May 8, 1948.) 

The amounts involved in the leases 
are frequently large, and controllers have 
a real responsibility to see that vital in- 
formation is not withheld from those 
who rely on their statements. The follow- 
ing table gives an indication of the size 
of some recent deals. (See column 2.) 

The problem is new, since most sale- 
and-lease agreements have been made 
since the end of the war, although Safe- 
way Stores, Inc. has used a similar ar- 
rangement since 1936. Its president and 
treasurer, L. A. Warren, is given credit 
for originating the idea. However, many 
state insurance laws forbade the purchase 
of real estate at that time, except for 
mortgages and housing projects. Now 
more than three-quarters of the states 
have lifted the restrictions; insurance 
companies and others have been eager to 
invest their money in this way. The returns 
are higher than are available elsewhere. 


By Paul Kircher 
Table One 

Company Selling Price 
Allied Stores $16,000,000 
Bamberger, Newark 6,750,000 
Bonwit Teller 6,250,000 
Bullock’s, L. A. 10,000,000 
Consolidated Grocers 2,000,000 
Continental Can 10,000,000 
Foley, Houston 13,600,000 
General Motors 1,132,000 
Gimbel, Phila. 5,000,000 
Gimbel, Pitts. 5,000,000 
Goldblatt, Chicago 4,000,000 
Koppers Co. 6,000,000 
Liquid Carbonic 2,700,000 
Lit, Phila. 4,100,000 
Marshall Field 1,400,000 
Western Union 12,500,000 





Non-RECOGNITION OF RIGHTS AND 
OBLIGATIONS 


So far controllers and accountants ap- 
parently have ignored some of the legal 
implications of these contracts. The prop- 
erty rights acquired are not recognized as 
assets. Nor are the obligations shown on 
the Balance Sheet as liabilities. 

In fact, this omission is one of the rea- 
sons why executives have been so inter- 
ested, because the “‘ratios’’ look much bet- 
ter than they would if the company had 
raised the same amount by borrowing on 
a mortgage. 

The problem which every controller 
and accountant involved must face is 
simply this: Is such non-recognition justi- 
fied ? 

In the opinion of the writer, it fre- 
quently is not. As Henry Verdelin 
pointed out in his convention speech, re- 
ported in THE CONTROLLER, January, 
1948, there are two approaches the in- 
vestor can take: reliance on the location 
as a safeguard, or “that primary reliance 





PAUL KIRCHER is at present completing a doctoral dis- 
sertation, “Accounting for Investments,” at the University of 
Michigan. A Certified Public Accountant (Illinois), and the 
author of several published articles in accounting journals, 
he has had varied experience in business, having served not 
only in public accounting but also selling life insurance and 
directing publicity, at various times. He is now an instructor 


of accounting at the University of Chicago. 


Tame CONTROLLER........... 





MR. KIRCHER 


- RECENT: ... AUGUST, 1948 





388 


be placed on the tenant, with the location 
being of secondary importance.” He con- 
siders the later to be most appealing. 
Also, ‘“The lease must provide that the 
lessee assume all costs of operating the 
property and other charges, including 
capital expenditures to maintain the prop- 
erty in good condition. Under this ‘care. 
free’ or ‘net’ lease, the tenant also pays 
rental sufficient to cover the required te. 
turn and amortization.” 

/ It is obvious that if the terms of such a 
ease show that the lessor is relying on the 
jtenant rather than the property, the result 
‘is a legal obligation which is similar to 
‘the interest covenant in a bond. There is 
nothing contingent about it to justify 
relegation to a footnote. 

Even if the tenant tries to move, the 
obligation continues. As the Corpus Juris 
Secundum says, concerning the obligation 
of such tenants: ‘A valid agreement or 
covenant on the part of the lessee to pay 
rent, supported by a consideration, is 
binding.” (Section 466.) Consideration 
ordinarily is the possession and occupa- 
tion, ‘‘but it may rest in the demise [con- 
tract} itself.” (Cf. Hill v. Woodman, 14 
Me. 38; Haines v. L. Graf Mfg. 13 N.Y. 
St. 730.) 

But insurance companies and _ other 
loaning agents do not rely on this legal 
ruling alone, since most of these leases 
specify that the tenant must occupy the 
property for the life of the lease. The re- 
sult is that the corporation must meet a 
series of yearly obligations just as it 
would if it has borrowed on a bond con- 
tract, except that there is no final ma- 
turity payment. 


INTEREST OBLIGATIONS ON THE 
BALANCE SHEET 


A reader may be willing to concede 
that under such leases the corporation has 
taken on an unconditional obligation, and 
yet still wish to argue that it need not be 
shown on the statements. 

“Take the bond analogy just used,” he 
might say, ‘‘we don’t show the interest 
obligations on the Balance Sheet, only the 
maturity value.” 

It is only nominally true that we show 
the maturity value of a bond. Suppose we 
have a $100,000 bond issue due twenty 
periods away, with interest at 214% pet 
period. If this issue is sold to yield 3%, 
it will raise $92,561.26. This is the 
amount which should be shown as an ob- 
ligation—$100,000 less a bond discount 
of $7,438.74. 

But what does the $92,561.26 repre- 
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sent? Not just the $100,000 due in 
twenty periods. For $100,000 due then, 
discounted at 3%, is only $55,367.57. 
The remainder, $37,193.69, represents 
the present value of the separate interest 
obligations, each discounted at 3% to the 
present. For example, the first interest 
payment has a present value of $2,427.18; 
the tenth, $1,860.23; the twentieth only 
$1,384.19. Totalled, all twenty equal 
$37,193.69. 

In other words, if we wished to pay off 
the maturity amount, $100,000, we could 
offer $55,367.57 to the lender. (Putting 
that amount in a sinking fund at 3% 
would accomplish much the same result.) 
But even if the offer were accepted, we 
would still have an obligation of $37,- 
193.69 which should be shown on the 
Balance Sheet and amortized each year as 
payments are made.1 

The position of a lessee is analogous to 
that of a bond debtor whose last payment 
has been eliminated. Corporations which 
have an unconditional liability arising 
from a lease should show the discounted 
amount of such obligations. 


THE PROPERTY RIGHT ACQUIRED 
UNDER LEASE 


So far we have considered only the lia- 
bility involved. What of the asset side? 

No doubt there are many fine legal 
points involved in the differentiation be- 
tween ownership and long-term lease. 
But when the tenant goes so far as to as- 
sume, for a long period of years, all costs 
of operating the property, all capital ex- 
penditures, in fact all charges, with noth- 
ing left for the “owner” but a “carefree” 
income, there is certainly a considerable 
property right involved for the tenant, or 
he would be foolish to sign such a lease. 

The deals are made because the tenant 
corporation does reacquire all the prop- 
erty rights in which it is really interested. 
It is assured of uninterrupted tenure, it 
can make minor alterations much as it 
could if it were the actual owner, it en- 
joys all the benefits from operation at the 
given location. 

Peculiarly enough, in doing this it has 
in a certain sense acquired an asset which 
is considerably more ‘‘fixed’”’ than the one 
it gave up, since it is now unconditionally 
obligated to continue using the plant, of- 
fice, or store, where before it could al- 
ways have sold the property in an emer- 
gency. 

To meet this difficulty several schemes 
have been devised. Safeway’s original 
plan permits them to repurchase proper- 
ties at the original sales price, less the 
amount of amortization to the date of 
cancellation. But this plan runs the dan- 
ger of being considered only a loan agree- 





*For further discussion, Cf. William A. 
Paton, Advanced Accounting, The MacMillan 
Company, New York, 1941, Chapter VIII. 





Of interest to readers of this 
article on “Long Term Leases and 
the Balance Sheet,” by Mr. Kir- 
cher: 

In the July issue of the “Ac- 
counting Review” there appeared 
an article entitled, ‘Presentation 
of Long Term Leases in the Bal- 
ance Sheet,” by John H. Myers. 
Although the coverage of the two 
articles is different, as to corpora- 
tions examined, legal background, 
etc., Mr. Myers reaches much the 
same conclusion as does Mr. Kir- 
cher in these pages. 

It should be added that Mr. 
Kircher’s manuscript was prepared 
independently and was submitted 
to us before the appearance of the 
July “Accounting Review.” A 
heavy backlog of accepted but un- 
published articles prevented ear- 
lier publication of Mr. Kircher’s 
manuscript in our pages. 





ment; such was the Treasury’s interpreta- 
tion of a repurchase agreement concerning 
securities which a company “‘sold’”’ to a 
bank. (First National Bank in Wichita v. 
Commissioner, CCA-10, 57F (2d) 7., cert. 
denied.) 

Some companies have used a “reject- 
able offer,’ under which the tenant can, 
after ten years, profer the price of the 
amortized amount. If rejected, it can 
either continue or vacate. Other forms of 
repurchase agreement have been used, but 
the price fixed appears to be invariably at 
least equal to that on the amortization 
schedule. 

On the other hand, most of such leases 
are renewable at extremely low rates— 
only about one to three per cent of the 
sales price. In other words, the lessee has 
the right to control the property for ex- 
tremely long periods. 

It would seem advisable that these 
rights should in some way be recognized 
in the financial statements. 


INTEREST RATES AND ACCOUNTING 
PROCEDURES 


Another argument against accounting 
recognition of the lease is the difficulty of 
determining the amount at which to re- 
cord the asset and obligation, and the 
subsequent treatment which should be 
followed. 

The difficulty alone is not sufficient rea- 
son for omission. As Paton and Littleton 
say, in discussing the problems of do- 
nated assets, “Every economic facility 
employed by the enterprise, regardless of 
its origin, should be carefully adminis- 
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tered, and recognition in the accounts of 
all such facilities is necessary to a proper 
computation of earning power.’ 

The sales price would probably be the 
best measure of both the asset and lia- 
bility, although it must be admitted that 
the price is no doubt influenced by the 
accompanying lease. It can be argued that 
none of the insurance companies or col- 
leges would have been willing to pur- 
chase the properties at the prices involved 
if no leases accompanied the contracts. 

However, some of the rates mentioned 
in these agreements range from seven per 
cent on the sales price for 20 years, to five 
per cent for 30 years. Suppose a sale was 
made at $10,000,000, and the seller 
agreed to lease for a yearly rental of 
$600,000 a year for 25 years. Using 
$10,000,000 as the present value of an 
annuity of $600,000 for 25 years gives an 
interest rate of slightly less than 314 per 
cent, which seems to be adequate under 
present circumstances. Therefore $10,- 
000,000 provides a conservative estimate 
of the present amount of the conditional 
liability. 

The asset is presumably worth at least 
as much at the start, but one might wish 
to depreciate it at a rate slower than the 
obligation is amortized, in view of the 
option to renew. Such a decision would 
depend on the circumstances. It might 
even be justifiable to depreciate. the asset 
at a faster rate, if the location was evi- 
dently becoming worthless. (The obliga- 
tion would nevertheless continue.) 

It seems certain that a controller is 
likely to be unpopular if he decides, in 
view of the contracts which his firm has 
made, that a definite obligation has been 
acquired which should be shown on the 
Balance Sheet. Independent accountants 
will be under similar pressure. This is 
especially true at present, when as Manag- 
ing Editor Paul Haase noted in the March, 
1948, THE CONTROLLER ( page 140), there 
already is criticism of the trend toward an 
increasing proportion of debt to equity. 

Nevertheless, in many cases the obliga- 
tion is too large and too definite for rele- 
gation to a footnote. And the fact that the 
asset acquired may be considered as off- 
setting the liability has not in the past 
been admitted as justification for either 
omitting the items or showing them 
“short” on the same side of the Balance 
Sheet. (Cf. Accounting Research Bulletin 
No. 14 of the American Institute of Ac- 
countants, page 120.) 

The controller and accountant have a 
definite problem of disclosure resulting 
from the effects of these sale-and-lease 
contracts. It should receive serious consid- 
eration in the near future. 

*°W. A. Paton and A. C. Littleton, An Intro- 


duction to Corporate Accounting Standards, 
American Accounting Association, 1940, p. 28. 
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The Place of Employee Benefit and 


Retirement Plans in Business 


It is doubtful whether there is any 
more important problem facing man- 
agement today than that of employee 
relations. Labor unrest and strikes, se- 
riously impairing productivity and add- 
ing to the inflationary spiral, are in 
the news constantly. Insofar as these 
factors can be minimized by a progres- 
sive employee relations policy, through 
favorable working conditions, security 
and incentive, there will be a direct 
gain to employers and to the public 
generally. 

In the past, retirement and other em- 
ployee benefit plans were frequently 
viewed as paternalistic. It may be sig- 
nificant from this standpoint that such 
plans did not enjoy any real growth, or 
attain a prominent position, until they 
came to be recognized for what they are 
—Good Business Practice. 

The devclopment of any idea or plan 
follows awareness of a need. In the case 
of the “old-age problem” in this coun- 
try, for example, it might be remem- 
bered that the proportion of our popu- 
lation at the higher ages is continually 
increasing, and that this proportion will 
not level off to form a stable “age com- 
munity” for perhaps another 50 years. 
This being the case, we have probably 
been slower than some countries to ap- 
preciate the problem, and therefore to 
initiate steps to solve it. The Social Se- 
curity Act was a substantial advance in 
this direction and has awakened public 
consciousness to the desirability of both 
individual and cooperative planning for 
retirement. 

Turning to the business organizations 
of this country, it might also be remem- 
bered that most are relatively very 
young. As these businesses mature, the 
management is sooner or later brought 
face to face with the problem of older 
men who have passed their maximum 
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usefulness and whose retention in ac- 
tive service may retard the promotion 
of younger, more vigorous men, to the 
possible detriment of the business. The 
best time to start a company retirement 
plan, from the standpoint of cost, is be- 
fore this problem becomes acute; un- 
fortunately, many employers do not be- 
come aware of a problem until a sub- 
stantial number of employees are ap- 
proaching or beyond retirement age. 

While a gradual increase in pension- 
mindedness has resulted in a steady 
growth in the number of retirement 
plans in this country, the most phe- 
nomenal development came during the 
recent war years when corporate profits 
and taxes reached unprecedentedly high 
levels. Because of the favorable tax 
treatment afforded properly qualified 
plans, during the war years it was fre- 
quently possible for an employer to 
carry a plan at a net cost of as little as 
five or ten per cent of the premium re- 
quired. Although this particular incen- 
tive to the inauguration of new plans 
may not have been a healthy stimulus 
in all cases, it is in accord with federal 
government policy to encourage the de- 
velopment of such programs, and this 
encouragement has had a decided influ- 
ence on their growth. Probably no 
other single factor has contributed so 
much to the stimulation of interest in 
retirement and other employee benefit 
plans, with the resultant appreciation 
of their possibilities in promoting busi- 
ness efficiency and industrial relations. 

Also a product of the times, high 
cost of living and individual income 
taxes constitute a serious handicap to 
individual savings programs. This is 
bound to lead to even greater recog- 
nition of the retirement problem as one 
to be shared by government, employers 
and employees. 


WHAT ForM Do EMPLOYEE BENEFIT 
PLANS USUALLY TAKE ? 


When reference is made in this paper 
to employee benefit plans, this is in- 
tended to mean provision for those 
contingencies which affect the financial 
welfare of employees or their families 
and which represent insurable or pre- 
dictable risks. Thus, we do not include 
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here the risk of unemployment, since 
it is not insurable except possibly 
through government action. 

A comprehensive employee benefit 
plan involving insurance should in. 
clude: 


(1) A reasonable amount of life in- 
surance, preferably on a semi-compul- 
sory plan such as group insurance. 

(2) Insurance against loss of earnings 
due to non-occupational sickness or ac- 
cident. 

(3) Hospitalization and surgical ben- 
efits for employees and dependents. 

(4) Retirement benefits. (These may 
be combined with life insurance in a 
single plan.) 


In addition to the foregoing, some 
employers have instituted savings or 
profit-sharing plans in which employees 
may participate. 

The above benefits are listed, we be- 
lieve, in the order in which they should 
usually be considered, although the re- 
tirement plan may well be placed in 
the second position. The reason for this 
opinion is that the need for the first 
three classes of benefit is always imme- 
diate. The fact remains, however, that 
retirement plans have considerable ap- 
peal to employees today, that they are 
the most important item from _ the 
standpoint of cost, and that undue de- 
lay in establishing such a plan may in- 
crease its cost considerably. Each of the 
above benefits serves a separate purpose 
and each is essential to a well-rounded 
program. It will generally be found 
that among younger employees the 
greatest interest will be in insurance, 
whereas among the older employees the 
first consideration is retirement in- 
come. 

Most of the discussion which follows 
emphasizes the role of retirement plans. 
Group life insurance, accident and sick- 
ness, hospitalization and surgical insur- 
ance are relatively standardized forms 
of coverage, do not involve as large an 
expenditure, and probably do not have 
as great an effect on the retention of 
the older, key men as do retirement 
programs. 


WHAT ARE THE ADVANTAGES OF A GOOD 
EMPLOYEE BENEFIT PROGRAM ? 


Benefit plans go a long way toward 
satisfying job demands and retaining 
satisfied employees in permanent em- 
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ployment. Unions are becoming in- 
creasingly interested in such programs, 
and it will be found that companies 
with liberal employee benefit plans gen- 
erally have less labor unrest. 

The morale of an organization is im- 
proved by a spirit of employer-em- 
ployee cooperation. The employee's im- 
mediate family is as interested in the 
security afforded by a well-rounded 
benefit plan as is the employee him- 
self, and this fact alone can greatly in- 
crease the bond between employer and 
employee. It is probably true also that 
relief from worry about loss of earn- 
ings due to death, disability or old age 
contributes to better health and in- 
creased efficiency. 

Morale is obviously boosted by the 
prospect of promotion and advance- 
ment in salary. By scheduling the re- 
tirement of older men in responsible 
positions, instead of allowing them to 
carry on indefinitely, sometimes as a 
dead-weight, the road to advancement 
of younger employees is continually 
kept open. 

The above factors will increase an 
employee’s desire to remain with his 
company and will reflect themselves in 
his pride of association with it. This, in 
turn, is bound to mean better public 
relations, for the company’s representa- 
tives and the services they perform are 
its best source of good will in the com- 
munity. 

In addition to these factors which 
bear directly on the employee's welfare, 
and thus also benefit the employer 
through better employee relations, there 
are other benefits which will acrue to 
an employer who includes a retirement 
plan in his program. These have to do 
with the removal from the payroll of 
employees whose efficiency has been 
impaired by age. 

There is a point in every employee's 
working life where the advantage to 
the company of his experience is offset 
by impaired efficiency. This is true not 
only of manual and clerical workers 
but also of supervisory personnel and 
management. As a matter of fact, de- 
creased efficiency and lack of progres- 
siveness among the latter class can be 
far more detrimental to the welfare of 
the company than among the rank and 
file. 

Companies which are young have 
relatively large “efficiency surpluses” 
because of their employees’ ages, and 
it may well be argued that the strong 
earning power of many such companies 
is due to this fact. These companies are 
in the strongest possible position to in- 
augurate a retirement program, yet 
often are the very ones unable to ap- 
preciate the problem which will con- 
front them later. On the other hand, 
companies with a relatively large pro- 


portion of employees receiving “retire- 
ment bounties” or working beyond a 
normal retirement age can well appreci- 


ate the problem, but, in turn, are in a 
poorer financial position to inaugurate 
a plan. 





The Need for Replacement 


“The necessity of replacing equipment at regular intervals has long 
been recognized by business and industry. The replacement of 
‘worn-out’ personnel by new and vigorous employees is merely a log- 
ical extension of the same principle. It is not only important to run- 
ning a good business; it is essential to proper and efficient operation.” 


Chart by National Industrial Conference Board 


THE AGING POPULATION 


DISTRIBUTION BY AGE, 1945, 1960, AND 1975 
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© ASSUMING MEDIUM FERTILITY AND MORTALITY AND NO NET IMMIGRATION AFTER JULY /, 1945 


Median Age of Labor Force Increasing 


With a slowly aging population, older 
workers “‘are likely to form a more and 
more important part of our labor force,” 
according to an analysis of future man- 
power resources which has been com- 
pleted by the National Industrial Confer- 
ence Board. The civilian labor force last 
year contained approximately 1.2 million 
workers over expectations based on pre- 
war trends. Part or all of the excess, the 
analysis points out, may remain as per- 
manent additions to the labor force, but 
“future movements, other than those that 
are seasonal in character, will, to a large 
degree, be the result of economic condi- 
tions and long-term growth.” 

Increasing in importance as potential 
sources of manpower are persons in the 
lower and upper age groups of the popu- 
lation, the analysis continues. Long-term 
movements have evidenced a decreasing 
rate of labor force participation by youths 
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and persons of 65 and over. Some of the 
casual factors accounting for these move- 
ments are longer schooling periods, child 
labor and social security legislation. Older 
workers, in particular, will constitute a 
larger proportion of the working popula- 
tion as a result of a slow aging of the gen- 
eral population. 

The presence of extra workers in the 
postwar labor force has caused a deviation 
from the expected ratio of males to fe- 
males, the analysis notes. Based on the 
normal average for 1947, there are 1.1 
million extra women workers in the civil- 
ian labor force as compared with an ex- 
cess of 100,000 male workers. 

Still remaining out of the labor force at 
the end of 1947 were 1.4 million male 
veterans, of whom roughly 1.0 million 
were attending school, the analysis points 
out. Reentrance of these veterans would 
tend to equalize the male-female ratio. 
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There is no denying that employee 
benefit plans, particularly those con- 
taining retirement benefits, cost money. 
The cost of any such plan, however, is al- 
ready an expense to the company, 
whether hidden in the payroll, in un- 
economical operation, or in poor em- 
ployee relations. 

The alternatives to a formal retire- 
ment plan are: 


(1) To retain employees on the pay- 
roll beyond their useful service lives. 
This is probably the most expensive 
method possible, since it retards and dis- 
courages young employees, with less and 
less work obtained from those retained. 

(2) To discharge old and inefficient 
employees. Few employers would con- 
sider this alternative, for even if no ob- 
ligation were felt, the cost of this prac- 
tice would be high in poor public 
relations and employee morale. 

(3) To pension employees informally 
by meeting pensions out of current in- 
come, or by giving them less important 
jobs at reduced salaries. This method 
fails to achieve the security and hence 
the favorable employee reception of a 
formal plan. Furthermore, it creates an 
entirely erroneous, and dangerous, idea 
of what the ultimate cost may be, after 
the company has reached a normal age 
distribution (about one pensioner for 
every six actively employed). 


A formalized method of funding re- 
tirement benefits, through definite com- 
mitments during an employee's produc- 
tive years, will cost less in the long run 
as it will produce a saving through em- 
ployee appreciation, incentive and im- 
proved efficiency. Furthermore, as an 
offset to the cost, substantial tax sav- 
ings will be obtained under a properly 
qualified plan. 

Because of the importance of cost in 
a retirement plan, it is necessary that 
the fixed cost be within the company’s 
ability to pay in the future. Consider- 
able latitude can be obtained in this 
respect by variations in the method of 
funding. It is also important to mini- 
mize the expense arising from turnover 
during the early years of employment, 
a factor which will be offset in later 
years by the very existence of the plan. 

The first consideration is that the 
plan be adequate and receive employee 
acceptance. A company with an inferior 
retirement plan which provides inade- 
quate benefits is little better off than a 
company with no plan. 

Leaders in many industries have 
found that, even where expenditures 
for employee benefit plans are as high 
as 20 per cent to 25 per cent of payroll, 
the results have more than justified the 
cost. Rather than placing them at a dis- 


advantage in competition, it has proved 
to have had the opposite effect. 


Wuat Is AN ADEQUATE RETIREMENT 
PLAN ? 


The answer to this question depends 
upon a number of factors, including 
circumstances which may be peculiar to 
the employer’s own business, compe- 
tition within the industry, and the gen- 
eral labor picture. Seldom are any two 
plans identical, since each should be 
tailored to fit the requirements of the 
particular employer. 

While it is therefore impossible to 
set a fixed goal to satisfy all cases, it is 
probably a fair statement that retire- 
ment benefits, including Social Security, 
should be at least 50 per cent of aver- 
age earnings throughout employment. 
That this benefit is not unduly gener- 
ous may be seen when it is related to 
average pay during the last few years 
preceding retirement, which is a better 
measure of the standard of living to be 
supplanted. The following is an exam- 
ple under a reasonably generous plan, 
which credits, for each year of service, 
one per cent of the monthly earnings 
up to $250 and 14 per cent of earn- 
ings in excess of this figure. 


Example of a “Reasonably Generous” 








Plan 
Average No. of Yrs. 
Monthly During Which Monthly Retirement 
Earnings Earned Benefit Developed 
$150 5 $ 7.50 

200 10 20.00 

250 10 25.00 

300 10 32.50 

350 5 20.00 
($250) 40 $105.00 
Social Security Primary 


Benefit Assuming 40 


Years Coverage 52.50 
Total Retirement Benefit $157.50 
% of Average Earnings 63% 
% of Average Earnings (Last 

48% 


10 Years) 

In the case of employees earning high 
salaries, it is, of course, not necessary that 
the benefit percentage of salary be as high 
as for lower paid employees, nor is it usu- 


ally desirable. 


Example of Retirement Plan 
Eligibility 
Employees eligible to participate after 3 
years of service and attainment of age 25. 


Normal Retirement Date 
Age 65. 
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Normal Retirement Benefit 

(a) For service rendered prior to the 
inauguration of the plan: 34% of the 
monthly earnings rate on the effective date 
of the plan, multiplied by the number of 
years of credited past service. 

(b) For service rendered after the in- 
auguration of the plan: one per cent of 
monthly earnings for each full year of fu- 
ture service. 


Contributions 


Employees to contribute two per cent of 
earnings. Employer to pay the balance of 
the cost (which in this case, will be con- 
siderably more than the employee's share), 


Death Benefits 

These may vary from a return of em- 
ployee contributions, with interest, to sub- 
stantial amounts of life insurance which 
are sometimes incorporated in the plan. 


Note: This plan is a modest one and 
does not, as is usual, provide a greater 
benefit on earnings in excess of $3000 a 
year, as is permissible in integrating with 
Social Security. It is such a plan, however, 
as might be combined with a pro fit-sharing 
plan applying to earnings in excess of 
$3000 


WHAT ARE THE USUAL METHODS OF 
FUNDING A RETIREMENT PLAN? 


The most common medium of fund- 
ing a retirement plan is by means of a 
Group Annuity contract with a life in- 
surance company. This medium provides 
the basic retirement plan, without frills, 
and its cost will be the lowest of all in- 
sured plans. 

A recent development in the group 
line, known as Group Permanent Insur- 
ance, combines the retirement benefits 
available under a Group Annuity con- 
tract with substantial amounts of life 
insurance. 

Individual policies providing both 
life insurance and retirement benefits 
are sometimes used in cases where a 
limited number of employees are to be 
covered. It is not generally economical, 
however, to employ this medium where 
there is a sufficient number of eligible 
employees to qualify for a group form 
of coverage. 

Trusts are sometimes set up, under 
which the funds are administered by a 
trustee and all administrative, legal, ac- 
tuarial and investment expenses are as- 
sumed directly by the employer. In or- 
der that a self-administered fund may 
operate with reasonable assurance of 
success, the number of participants in 
the plan should be sufficiently large to 
produce average rates of mortality from 
year to year and from age to age. Other- 
wise the fund will be subject to con- 
siderable fluctuation and may be un- 
duly affected by a few pensioners who 
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happen to “live too long.” Under this 
method the guarantee afforded by an 
insurance company is missing, there is 
less safety of capital, and employee re- 
ception may be less favorable. There- 
fore, except under special circumstances, 
this method is not usually advisable. 

Combinations of the above methods 
are sometimes employed in a single 
plan. 


WuaT ARE THE PRINCIPAL PLAN 
PROVISIONS ? 
Eligibility 

As the principal object of a retire- 
ment plan is to take care of permanent 
employees reaching an advanced age, 
some waiting period is desirable in or- 
der to screen out casual and temporary 
employees. Otherwise, the large turn- 
over among the latter group would un- 
duly burden the administration of the 
plan and create unnecessary expense. 
Turnover is particularly high among 
young female employees. For the fore- 
going reasons it is customary to include 
in retirement plans a requirement for 
participation such as one to five years 
of service and/or the attainment of a 
minimum age such as 25 or 30. It is 
undesirable, however, to defer partici- 
pation too long, not only because of 
possible sales value of the plan in hir- 
ing employees, but also because there 
will be a shorter period to retirement 
during which pension benefits can ac- 
crue, 

Eligibility may also be limited to cer- 
tain classes of employment within the 
organization, so long as this does not 
involve discrimination, The Internal 
Revenue Code (Section 165a), which 
deals with the qualification of plans for 
favorable tax treatment, states, among 
other things, that a plan will not qual- 
ify if it discriminates in favor of super- 
visory or higher-paid employees. Thus, 
a company cannot choose to favor its 
oficers, for example, over other classes. 


Normal Retirement A ge 


The normal retirement age should be 
that beyond which it is cheaper for the 
company to retire the average employee 
than to retain him in active service. In 
Practice, it is customary to fix upon an 
age such as 60, 65 or 70—preference 
being for age 65 since that ties in with 
the operation of Social Security. 

Other factors, of course, enter into 
the choice of a normal retirement age. 
Women are often retired at 60 under a 
plan which retires men at 65. Certain 
occupations may make desirable the 
choice of an earlier age, such as in the 
case of airline pilots, for example, and 
it is possible that in other occupations a 
later age could profitably be employed. 
As the age selected for retirement has a 
marked effect on the cost (that of re- 


Half of Companies Studied Do Not Adhere 


To Compulsory Retirement Policies 


Although formal pension and retire- 
ment plans are in operation in 97 per 
cent of the companies surveyed by the 
National Industrial Conference Board, 
and approximately seven out of every 
ten of these firms have a compulsory 
retirement policy, almost half of these 
state that they do not rigidly adhere to 
the policy. A substantial number of the 
companies surveyed hope that they will 
soon be able to revert to obligatory re- 
tirement. 

About a fifth of the companies be- 
lieve that the compulsory retirement 
policy is generally ‘‘well accepted’’ or 
“acceptable.’’ The unions in four addi- 
tional companies now accept the com- 
pulsory retirement policy. Several com- 
panies report that dissatisfaction with 
the retirement plan arises “only when 
the compulsory retirement age is rigidly 
enforced.” But, significantly, another 
company believes that its rigid enforce- 
ment policy is the primary reason why 


its employees do not object. 

With few exceptions, the companies 
extend special courtesies to retired em- 
ployees. Company publications and lit- 
erature are sent automatically to pen- 
sioners. At least a third mention 
veterans’ clubs to which the employee 
belongs as long as he lives. In many 
cases, the retired employee is invited to 
supervisors’ or special oldtimers’ din- 
ners and luncheons. Several companies 
furnish life-long memberships in com- 
pany recreational clubs and social or- 
ganizations. One company provides 
space for gardens and another encour- 
ages the use of company facilities such 
as the legal department, tax consultants, 
etc. In some cases, pensioned workers 
are encouraged to engage in community 
civic affairs. On the other hand, several 
companies purposely do not “interfere” 
in any way with the day-to-day life of 
pensioned employees for fear that their 
activities would be unwelcome. 





tiring at 60 being almost 50 per cent 
higher than for retirement at 65), such 
considerations may also enter the pic- 
ture. 

It is also customary to permit early 
retirement at any time within 10 years 
of normal retirement date, if the em- 
ployer and employee so agree. The ben- 
efit payable in such a case is reduced to 
allow for the shorter period of benefit 
accrual and the earlier age at which 
the annuity is entered upon. An early 
retirement provision is desirable since it 
may be used to take care of disabilities, 
or cases where efficiency is impaired for 
other reasons. 


Bene fit Formulas 

There are four principal ways of ex- 
pressing retirement income benefits un- 
der a pension plan, with various com- 
binations and modifications. The basic 
ways are: 

(1) Flat amount, regardless of salary. 
(Not attractive to employees with 
higher than average earnings, and an 
unsatisfactory solution to a retirement 
problem.) 

(2) An aggregate benefit at retire- 
ment, which is a percentage (possibly 
based on length of service) of average 
earnings during a limited period preced- 
ing retirement. (Often used in connec- 
tion with level premium, group or indi- 
vidual policies.) 
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(3) A given unit of benefit for each 
year of future service, generally supple- 
mented by the same or smaller unit of 
benefit for each year of past service. 
(This method is most commonly used in 
connection with group annuity plans.) 

(4) ‘“‘Money purchase’’ method, 
whereby employer and employee con- 
tribute at a specified rate, the benefits 
being whatever these contributions will 
buy. (Sometimes used in connection 
with group annuity plans, but has fallen 
into disfavor for a number of reasons— 
chiefly it does not recognize the objec- 
tive as a suitable amount of retirement 
benefit rather than a cost, and results in 
inadequate benefits to employees first 
covered at advanced ages.) 


It is not uncommon in connection 
with any of the last three methods 
above to provide a stipulated minimum 
benefit, and sometimes, a maximum. 
The amount of the benefit to be pro- 
vided should be determined carefully, 
in accordance with the objective sought. 


Death Benefits 

As has previously been indicated, 
death benefits may vary from a return 
of employee contributions to substan- 
tial amounts of life insurance, depend- 
ing upon the plan desired by the employer. 
This question should be considered in tre- 
lation to the whole employee benefit pro- 
gram. 
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Benefits on Termination of Employment, 
Ves ting 

When employees contribute to a 
plan, the minimum benefit upon termi- 
nation of employment is, of course, a 
return of employee contribution, usu- 
ally with interest. It is usual, how- 
ever, to include some provision for 
vesting, whereby after certain age and 
service requirements have been met, the 
employer's contributions will vest in 
the employee. Since the liberality of 
the vesting provision will affect the 
costs, the terms of such a provision de- 
serve careful consideration. 
Employee Contributions 


There are many arguments on both 
sides of the question of employee con- 
tributions toward the cost of a retire- 
ment plan. Although circumstances will 
differ in different cases, we believe the 
weight of the argument to favor em- 
ployee contributions. This course makes 
more adequate benefits possible and by 
making the plan a cooperative venture 
may result in greater appreciation of 
its value. 

TAX CONSIDERATIONS, IN BRIEF 


In order that a retirement plan be fully 
practical from the employer's point of 
view, it is necessary that it meet the re- 
quirements of Section 165(a) of the In- 
ternal Revenue Code, as amended, and 
Treasury Department regulations. If a 
plan is properly qualified, employer con- 
tributions are deductible from income in 
a specified manner for tax purposes. Con- 
sidering the level of corporate taxes today, 
this tax savings is a substantial offset to 
the cost of a plan. 

Section 165(a) of the Code sets forth 
the conditions under which a plan will be 
deemed to qualify for favorable tax treat- 
ment. Briefly, the law and regulations 
provide that the plan must be for the sole 
benefit of employees or their beneficiaries, 
that the employees to be benefited must 
qualify under a classification of employ- 
ment which does not discriminate in 
favor of supervisory or highly-paid em- 
ployees, and that contributions and bene- 
fits do not discriminate in favor of such 
employees. There are many technical de- 
tails connected with the qualification tests, 
and these will not be dealt with here. One 
of the most important, however, and 
which deserves mention, is the require- 
ment that retirement benefits (including 
Social Security) be no higher, in relation 
to earnings, for highly compensated em- 
ployees than for lower-paid employees. 

Assuming a plan to qualify for favor- 
able tax treatment, the deductions allow- 
able depend. upon the method of funding 
employed. In the usual case, the full cost 
of benefits accruing for service during the 
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current year, plus 1/10th of the one-sum 
cost of benefits for all credited service 
prior to the date of the plan, is the maxi- 
mum deduction allowed. Amounts paid 
under the plan which are in excess of this 
maximum, may be carried forward for de- 
duction in later years. Here again, a num- 
ber of technical details determine the ex- 
act deduction to be allowed. 

Insofar as has been possible, this dis- 
cussion has been limited to a considera- 
tion of the general principles underlying 


employee benefit plans, with particular 
emphasis on retirement programs. While 
this is by no means an exhaustive treat- 
ment, it is to be hoped that the outline 
will contribute something to a better un- 
derstanding of the subject. 

Satisfied and competent employees are 
the greatest asset an organization can have. 
and anything which contributes to their 
welfare, satisfaction, and _ usefulness, 
strengthens the position of the organiza- 
tion in relation to its competitors. 


Pensions Posing Problem For Employers 


Pensions for workers have become a 
key issue in third round demands of 
unions, reports the Labor Relations In- 
stitute, New York. The unions have been 
aided in pushing the demand for pensions 
by a decision of the National Labor Re- 
lations Board, requiring employers to bar- 
gain on retirement plans, when the ques- 
tion is raised by the union. John L. 
Lewis’ victory in winning liberal pensions 
for coal miners also underscores the im- 
portance of this issue. 

To aid management in keeping abreast 
of sound trends in pension planning, the 
Institute has prepared an _ eight-point 
checklist of pension plan fundamentals. 

1. It should conform to the regula- 
tions of the Taft-Hartley Act 
covering employee welfare funds. 
(Section 302) 

2. It should supplement Society Se- 
curity payments and be flexible 
enough to meet any changes to be 
made in the future in the Social 
Security Act. 

3. Employee contributions to the 
plan on the basis of 33% to 50% 
of the total cost should be pro- 
vided. 

4, The plan should be financed on a 
sound actuarial basis. 

5. Provisions should be made for 
pension credits, out of current 
profits for services rendered by 
employees prior to the installation 
of the plan. 

6. It should aim at retirement pay 
equal to about 50% of the em- 
ployee’s annual earnings over the 
preceding five years. 

7. Retirement should be made com- 
pulsory at the agreed retirement 
age, but the company should have 
the right to permit individual 
workers to continue employment 
in special situations. 

8. It should allow earlier retirement, 
at reduced benefit rates, for work- 
ers who cannot meet company 
physical standards. 

Though most pension plans adopted in 
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recent months have been company-spon- 

sored and company administered, unions 

were being consulted by management in 
several cases even before NLRB held that 
the issue was bargainable. 

Reviewing the trends in pension plan- 
ning, the Institute notes the following: 
More Liberal Benefits: Unions will be 

sure to push for pensions sufficiently 

high to encourage workers to leave 
the company at retirement age. 

Coverage: A new drive will be started 
by unions for wider coverage of 
workers and more liberal retirement 
eligibility requirements. 

Employee Contributions: The numbet 
of plans to which employees contrib- 
ute has been increasing steadily, even 
while the amount of the contribu- 
tions has been cut. 

Selling the Plan: Management has come 
to realize that the details of a com- 
pany-sponsored plan have to be 
“sold” to the employees. They must 
be educated to understand the bene- 
fits. 


The Institute warns the plan should be 
tailored to the needs of the individual 
plant, to make sure that it can be “‘sold” 
to workers. 

Employers are cautioned that some 
unions may try to get the employer to ac- 
cept a “master plan’ which would apply 
to all companies in an area or an industry. 
The employer's wisest course is to develop 
a program for his own particular situation. 

Reprints of a complete pension plan 
analysis are available upon request from 
Labor Relations Institute, 1776 Broad- 
way, New York 19, New York. 


Earnings in 1947 

All corporate profits were $28 billion 
in 1947, but the government took $11 bil- 
lion in taxes, the corporations had to fe- 
tain $10 billion, and the dividends actu- 
ally paid out were $7 billion. 

Employees on corporation payrolls took 
home $103 billion, the labor cost making 
up more than half the total market price 
of the business output. The dividends 
were three and one-half percent of the to- 
tal market price of the output. 
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Anybody know the score? 

















Everybody does. Seconds after the 
game ends, the official scorekeeper 
gives a complete accounting of 9 
innings of hits, runs, errors. 

Our Comptometer Peg-Board Plan 
is virtually as fast. Direct and simple, 
it produces almost any accounting 
result with amazing speed, accuracy, 
economy. How? 

Enter figures once—and once only. 
They never have to be recopied. 


bw. AYER & SON 


CA 











Original postings yield final results! 
This money-saving plan Cutilizing 
the great speed of the Comptometer 
machine) banishes forever the end- 
less posting, copying, filing that befog 
office routine. Yet Peg-Board account- 
ing requires no elaborate equipment. 
Completely flexible, it swiftly gives 
combined statements on such distribu- 
tions as stock control, payroll, sales, 
accounts payable, incoming orders. 
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2 





Send today for “Peg-Board Ac 
counting,” a folder that explains in 
detail the great advantages of this 
method. Your nearest Comptometer 
representative is ready to serve you. 
ComPTOMETER 

REG. U. S. PAT. OFF. 
ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co. 
Chicago, and sold exclusively by its Comptometer 
Division, 1734 N. Paulina St., Chicago 22. ‘ll. 
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International Statistics 


The subject of international statistics, 
as generally understood, pertains to tables 
of comparable figures for individual na- 
tions. These may or may not be totaled or 
analyzed. For example, I pick up a copy 
of the Monthly Bulletin of Statistics, is- 
sued by the Statistical Office of the United 
Nations, and open it at random to a table 
on the production of fluid milk, appear- 
ing in a chapter devoted to food. Here are 
listed in alphabetical order: Argentina, 
Australia, Canada, Czechoslovakia, Den- 
mark, and so on through the list. Oppo- 
site the name of each nation is set down 
its total production in thousand hecto- 
litres, annually since 1937, and monthly 
since January 1946. 

Unless one wanted to see how closely 
the world could come to realizing the 
famous Wallace formula of “a quart a 
day,’ there would be no particular point 
to totaling these figures. Their interest for 
most users probably consists in compari- 
sons of relative production as between na- 
tions. Such an interest might reflect a con- 
cern with markets—for milk products, for 
breeding stock or milking machines—or it 
might stem from responsibilities for re- 
lieving the malnutrition of babies in war- 
stricken areas. 

In some respects, international statistics 
are not unlike the industrial statistics com- 
piled by a trade association or by the Bu- 
reau of the Census in its Census of Manu- 
factures. Although the value of such in- 
dustrial statistics is more often to be 
found in totals and analyses than is the 
case with international statistics, the basic 
figures are obtained in a similar way. That 
is, they are supplied by companies or es- 
tablishments—the separate units in the 
industry. You don’t send out enumerators 
to count the men at work; you ask for the 
companies’ payroll records. One of the 
principal values of industrial statistics is 
that the individual company (like the in- 


By Stuart A. Rice 


dividual nation in international statistics) 
can take note of its relative standing in 
any particular, in comparison with the in- 
dustry as a whole. 

You will note that in both cases—inter- 
national and industrial statistics—it is im- 
portant that the figures for the different 
units be comparable. It will not do for 
one company to report in long tons, an- 
other in short tons, another in metric tons, 
unless the units are clearly indicated and 
the figures reduced to a common basis. 
Nor will it do for some companies to re- 
port an item like wages, for instance, for 
all personnel while others report on pro- 
duction workers only; or to report average 
number employed for the payroll period 
while others report total employed in the 
same or even a different payroll period. 

I am trying to indicate that the subject 
of international statistics is not unlike that 
of domestic statistics. That is not a par- 
ticularly encouraging statement! It took 
more than a year of continuous and ardu- 
ous negotiations by my office to gain ac- 
ceptance, from the principal federal 
agencies concerned, of the use of the pay- 
roll period ending nearest the middle of 
the month as the standard reporting pe- 
riod for employers’ reports on employ- 
ment. 


GAINING COMPARABILITY 


The problems of gaining statistical 
comparability on any subject as between 
nations are obviously more difficult than 
the corresponding problems as between 
the different units in any domestic situa- 
tion. The very foundations of social, po- 
litical and economic life, and of organiza- 
tion for production and distribution, may 
differ radically among nations. 

How is one to compare the machine 
production of boots and shoes in the 
United States with the handicraft industry 





DR. STUART A. RICE, who is Assistant Director of the U. S. 
Bureau of the Budget in Charge of Statistical Standards, is 
also United States Representative on the United Nations Sta- 
tistical Commission and President of the 60-year-old Interna- 
tional Statistical Institute. His efforts as President of the 
American Statistical Association resulted in establishing the 
“Central Statistical Board,” now a part of the Bureau of the 
Budget. Dr. Rice’s observations are condensed from an ad- 
dress at a recent meeting of the Cincinnati Control of the 
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that turns out the wooden-cleated clogs 
worn by the Japanese ? Or our last housing 
census with that of the semi-tropical 
Dominican Republic, where principal 
“breakdowns” in the data are made be. 
tween houses with or without non-earthen 
floors, and between dwellings constructed 
from the leaves or from the stalks of the 
palm tree. 

I mention extreme, obvious and per- 
haps not very important cases. It is in 
more subtle differences of conception, 
definition, use of terms and units, meth- 
ods of measurement or counting, and 
classification that the really dangerous 
sources of international noncomparability 
often lurk. 

Broadly speaking, the task of develop- 
ing international statistics is the task of 
developing uniform international stand- 
ards for the collection and compilation of 
statistics, and gaining their acceptance and 
use by individual nations. The initiation 
of such international statistical standards 
was among the functions of leadership as- 
signed to the Statistical Commission of 
the United Nations, established by the 
Economic and Social Council. 

Taking over where the Committee of 
Statistical Experts and other organs of the 
League of Nations left off, the Commis- 
sion is now ready to promulgate a revi- 
sion of the League’s classification of the 
“gainfully occupied population,” so-called 
—in effect an international standard in- 
dustrial classification. The Commission 
has begun work on the standardization 
of international trade and commodity, 
or product, classifications; and in coop- 
eration with the ILO, it is examining 
the possibility of an international occupa- 
tional classification. It is promoting inter- 
national agreement among the specialists 
concerned upon conceptions and _proce- 
dures in the estimation of national in- 
come, gross national product, capital for- 
mation and investment; upon censuses of 
industrial production and indexes of 
physical volume; upon statistics of for- 
eign trade and balances of payments; 
upon data on inventories, transportation, 
fisheries, and questions affecting popula- 
tion and living standards. 

Not all of this work of standardization, 
by any means, will be done by the Statis- 
tical Commission or by its staff counter- 
part, the Statistical Office of the United 
Nations. “Specialized” intergovernmental 
organizations—the Food and Agricul- 
ture Organization, International Bank for 
Reconstruction and Development, Inter- 
national Monetary Fund, International 
Labor Organization, World Health Or- 
ganization, International Trade Organiza- 
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tion and others—through statistical com- 
mittees and staffs of their own, will share 
in the over-all task. 

This fact points up another of the re- 
sponsibilities of the United Nations Sta- 
tistical Commission, that of serving as a 
central agency of coordination among a 
large and growing number of intergov- 
ernmental statistical organizations and ac- 
tivities. Without the Commission’s suc- 
cessful performance of this coordinating 
function, the governments of many small 
nations will be threatened with submer- 
gence in a deluge of questionnaires from 
international bodies not unlike that which 
seemed about to engulf American busi- 
ness in paper from Washington during 
the early days of the war. 

I am glad to report to you that all of the 
agreements under which certain intergov- 
ernmental organizations have been rec- 
ognized as ‘specialized agencies” of the 
United Nations contain standard clauses 
recommended by the Statistical Commis- 
sion, providing for appropriate and coor- 
dinated interrelationships among their 
statistical activities. Understandings have 
been reached upon various allocations of 
statistical activity, upon a common base 
petiod for indexes and upon other similar 
matters. An integrated publication pro- 
gram has been called for by the Commis- 
sion and is being developed. 


“UNSOLVED PERPLEXITIES”’ 


I wish that the picture of cooperation 
was all simple and rosy. Actually the un- 
solved perplexities are numerous and 
thorny. Let me try to suggest their charac- 
ter. In the developing “‘world statistical 
system,” as I may call it, there are numer- 
ous separate elements, all to be inter- 
meshed together. I have mentioned the 
United Nations, the specialized agencies 
and their various statistical committees 
and staffs, supposedly pulling together 
under the leadership of the United Na- 
tions Statistical Commission and Statisti- 
cal Office. 

But, in addition, the United Nations 
itself has various “organs” (e.g., Security 
Council and Trusteeship Council) ; vari- 
ous “functional’’ commissions (e.g., Eco- 
nomic and Employment, Social, Popula- 
tion, Communication and Transport) ; 
vatious “regional” commissions (e.g., 
Economic Commission for Europe, Eco- 
nomic Commission for Asia and the Far 
East, with similar bodies for Latin Amer- 
ica and the Middle East on the way) ; and 
various “departments” in its Secretariat 
(e.g., Economic, Social)—each with its 
own particular statistical interests and, on 
occasion, its natural inclination to adopt 
its own procedures for satisfying these in- 
terests. 

_ And these. are not all. The task of fit- 
ting a regional organization like the Pan 
American Union into the United Nations 
is a baffling one. PAU has its statistical 


counterpart in the governmentally-sup- 
ported but professionally controlled In- 
ter-American Statistical Institute. Its older 
worldwide prototype, the International 
Statistical Institute, was until recently pos- 
sessed of numerous intergovernmental 
statistical responsibilities, for which it is 
now engaged in substituting a role of 
scientific and professional leadership. 

And still this is not all! One of the 
most difficult current problems concerns 
the respective statistical responsibilities 
and relationship of the United Nations 
Statistical Commission, the United Na- 
tions Economic Commission for Europe, 
the Committee for European Economic 
Cooperation (referred to as CEEC—pro- 
nounced “‘seek”) established by 16 na- 
tions in conformity with the “Marshall 
Plan,” and the Economic Cooperation Ad- 
ministration, the mew United States 
agency created to administer the ‘‘Mar- 
shall Plan.” 


CEEC, with their immediate, nondefer- 
able needs for certain statistical tools for 
use in administering funds under this 
Government’s Foreign Assistance Act of 
1948. It fell to my office to prepare a 
classification conforming to the prescrip- 
tions of the Congress respecting progress 
reports and at the same time permitting 
the easiest possible comparisons with pro- 
duction data in the United States and 
elsewhere and with international trade 
data. 

Our classification, like everything else 
concerning the ECA, was prepared under 
great pressure but it has complete ap- 
proval from competent critics. It will have 
the particular merit of facilitating finan- 
cial as well as commodity reporting. It 
contains 60 major or two-digit groups and 
185 three-digit groups, with many unused 
numbers to permit expansion. It seems to 
me inevitable that this classification, if 
adopted by ECA, must also be employed 





The Statisticians’ Battle 





‘Foreign policy is an area where it is all too easy for 
emotions and prejudices to be aroused, where problems all 
too often get subjective treatment. One approach towards 
international understanding is to expose problems to the 
facts whenever possible—and they must be accurate and 


dependable facts. 


The battle between prejudice and analysis is our (the 
statisticians’) battle, in which we must supply much of the 
ammunition. Our responsibilities and opportunities have 
greatly increased in the international field. We not only can 
help in the development of knowledge about the world we 
live in, but we can actually contribute substantially to that 
international understanding which is so greatly needed in 


the world today.” 


—WILLARD L. THORP, in the “Journal” of the 
American Statistical Association 





The U.N. Statistical Commission can 
claim official status as the central statisti- 
cal policy-making body for the new inter- 
national order. But the U.N. Economic 
Commission for Europe can claim inberi- 
tance of important operating functions, 
ie., responsibility for allocating certain 
vital supplies and facilities on the basis 
of established statistical activities. It has 
taken over and consolidated, with their 
staffs, the wartime European Coal Organi- 
zation, European Central Inland Trans- 
portation Organization and the Emer- 
gency Economic Committee for Europe; 
and it has recently been proposed that it 
establish a European statistical commis- 
sion. 

But more potent than either the Statis- 
tical Commission or the Economic Com- 
mission for Europe are the ECA and, 
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from the beginning by the 16 cooperating 
nations of Western Europe and thereby 
be given a strong impetus toward accept- 
ance by the rest of the world. 

Two further items must be mentioned 
in a summary of requirements for a world 
statistical system. One of these is provi- 
sion for the education and training of 
statisticians, so that there may be people 
of sufficient competence to operate the 
system. Statistics are needed from all parts 
of the world but the existing distribution 
of trained statisticians is both sparse and 
uneven. The shortage has become pain- 
fully evident in connection with pending 
plans of the Statistical and Population 
Commissions and the FAO for world 
censuses of population and agriculture 
around the year 1950. Some training cen- 
ters have already been established and it 
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is my hope that, through the initiative of 
the International Statistical Institute and 
with the support of the United Nations 
and other intergovernmental organiza- 
tions, the opportunity to gain a basic edu- 
cation in statistics may within a few years 
be brought within the reach of selected 
young men and women of all countries. 
The last item that I will mention in a 
program of improving world statistics is 
the provision of technical assistance to 
governments in the development of their 
national statistical systems. My own of- 
fice in Washington is doing its best, both 
directly and through the United Nations, 
to assist other countries in bringing their 
statistical services up to a par which will 
permit them to make dependable contri- 
butions to international statistics. I had 
the honor to head a statistical mission to 
Japan, organized at the request of General 
Douglas MacArthur. Peyton Stapp, the 


Deputy Chief of the group that I took to 
Japan, is now, on his own vacation time, 
on a statistical mission for the United Na- 
tions to other Far Eastern and Asiatic 
countries. Messrs. Riley and Lynn of. my 
staff, again on their own vacation time, 
have recently assisted the Office of the 
Governor of Puerto Rico in surveying and 
appraising the statistical work of that is- 
land. In one way or another, members of 
my organization have contributed to the 
development of the statistical systems of 
many other countries. 

A peaceful world depends upon inter- 
national agreements and upon established 
mechanisms of international cooperation. 
These, in turn, require agreed-upon fac- 
tual premises. To produce facts which 
will be adequate to support the mainte- 
nance of a peaceful world is the ultimate 
goal underlying the development and im- 
provement of international statistics. 


Lowered Returns on Investments Freezing Out 


The “Risk-Takers” 


“The investor in stocks has become 
the step-child of our economic system; 
dividends have been decreasing both in 
proportion to corporate earnings and to 
cost of living,” according to a study by 
economist Arthur M. Wolkiser, pub- 
lished recently in Trusts and Estates. 

As compared with an average of over 
50 per cent of earnings distributed as 
dividends from 1939 through 1946, 
and 69 per cent of profits paid out to 
stockholders in 1929, the 1947 stock- 
holder received 39 per cent. While the 
dollar amount of dividends has in- 
creased, it has fallen far behind the in- 
creased cost of living, rising 17 per cent 
over 1929, while living costs have in- 
creased 95 per cent and hourly earn- 
ings in industry increased 116 per cent. 

With the present wide ownership of 
stock in American corporations among 
people of moderate means, the reduc- 
tion in ratio of dividends to profits, 
added to the dwindling purchasing 
power of the dividends, creates increas- 
ing hardship and disadvantages, the au- 
thor remarks, and “these low returns 
contribute to reversing the trend to de- 
mocracy in corporate ownership and to 
freezing-out the small stockholder as 
well as the much-needed new invest- 
ment.” 

Pointing out that corporation mana- 
gers have no alternative to plowing 
back such large earnings, in view of the 
scarcity of risk capital, if the company 
is to make necessary improvements, Dr. 
Wolkiser urged exploration of new 
avenues of incentives, . through 
changes in tax laws and a better climate 
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for enterprise . . . and larger distribu- 
tion of earnings, where possible, so as 
to permit equity financing rather than 
indebtedness . . . which could bring a 
top-heavy capital structure, with corre- 
sponding dangers in case of a depres- 
sion or let-down in volume.” 

By retention of the major part of 
earnings in the company, the article 
states, “stockholders are deprived of 
their right to determine the channels 
through which re-investment flows into 
business.” The privilege of selling their 
stock in the market is not an adequate 
answer, in the author’s opinion, since 
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“the stock-market has probably already 
discounted the lower ‘take-home’ 
through lower quotations, quite apart 
from the further decline to be expected 
from such sales.” This is increasingly 
important as progressive taxation dries 
up the traditional sources of risk-capi- 
tal, and when only $4.1 billion of the 
$26.5 billion used in 1947 for plant, in- 
vestory and receivable expansion comes 
from net new capital. 

The need for more attractive rewards 
for risk-takers is illustrated by the com- 
parison of national income figures, 
which show a reduction of almost 50 
per cent in the percentage paid in divi- 
dends (between 1929 and 1947) while 
the percentages paid to employees, en- 
trepreneurs and farmers all increased. 
The article concludes: “If socialism or 
communism should make serious prog- 
ress in our country, it will be because 
we ourselves have unnecessarily aban- 
doned the traditional incentives of cap- 
italism, or failed to make the public 
appreciative of their social and eco- 
nomic values.” 


Corporate Working Capital 


The net working capital of U. S. Cor- 
porations was estimated at $60.4 billion 
as of September 30, 1947, according to 
the quarterly analysis recently made pub- 
lic by the Securities and Exchange Com- 
mission. During the three months of 
July through September, 1947, working 
capital increased by about $600 million, 
a much lower rate than that of any quar- 
ter since the first quarter of 1946. Current 
assets increased by $3.3 billion, while cur- 
rent liabilities increased by about $2.7 
billion. 

The largest change in any of the items 
of current assets during the third quarter 
of 1947 was the $1.8 billion increase in 
notes and accounts receivable as compared 
with an increase of $400 million the pre- 
ceding - quarter. Inventories increased 
$800 million, about the same as in the 
second quarter. Cash on hand and in 
banks increased by about $500 million, 
while holdings of U. S. Government se- 
curities continued to fall off, declining by 
about $200 million. At the end of the 
quarter corporate holdings of cash and 
deposits were estimated at $22.3 billion, 
U. S. Government securities $12.9 billion, 
notes and accounts receivable $33.8 bil- 
lion, and inventories $39.9 billion. The 
ratio of corporate liquid funds in the 
form of cash and marketable securities to 
sales, which is a rough measure of liquid- 
ity, declined again during the third quar- 
ter of 1947, but is still somewhat above 
pre-war levels. 
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You should—for all over the country con- 
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savings in this range upon mechanizing their 
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Financing via Internal Sources 


Both accumulated profits and the use of liquid assets have 
been used to a large extent in the financing of business dur- 
ing the last two years of record industrial activity, according 
to an analysis of the developments in business finance con- 
tained in the Federal Reserve Bulletin for June. 

‘Funds obtained from internal sources averaged more 
than $15 billion a year in 1946 and 1947, or almost three- 
fifths of total corporate uses of funds,” said the bulletin. 

Besides undistributed profits, cash and United States 
Government securities—acquired during the war—were 
used in financing business. Funds from external sources ac- 
counted for the remaining needs of business. 

While over 61 per cent of profits after taxes was retained 
and reinvested in 1947, compared with 55 per cent in 1946 
and only 31 per cent in 1929, the use of liquid assets total- 
ing $61, billion in 1946 fell to a total of approximately 
half a billion dollars in 1947. 

But the capacity operations and high prices also called 
for a stepping up in financing from outside sources. 

Corporations obtained 42 per cent of their funds ex- 
ternally in 1947, compared with 33 per cent in 1946. Bank 
loans increased over $8 billion in the two-year period and 
new money financing—that is, the dollar volume of new 
issues less that of refunding issues and less cash retirements 
of securities—totaled $4,500 million in 1947, against $2,- 
300 million in 1946. 


Treasury Profited from Loan Guarantees 

A clear profit of $23 million was made by the federal Treas- 
ury in guaranteeing private bank loans to finance war produc- 
tion contractors during the war and postwar periods. Nearly 
9,000 loans, according to Secretary of the Treasury Snyder, 
were guaranteed by the Treasury during the period of indus- 
trial plant mobilization and postwar readjustment. Through 
last December 31, the Treasury took in $35 million in guar- 
antee fees and interest. This amount was reduced by $6.7 mil- 
lion in losses and by $5.3 million in administrative expenses, 
plus interest paid out under guarantee agreements. 


Drop in Individuals’ Cash, Deposit Holdings 

The Securities and Exchange Commission reports that in 
the first quarter of 1948 individuals’ holdings of cash and 
deposits dropped $4 billions, the largest decline since be- 
fore the war. The drop contrasted with an increase of $1.5 
billion in the preceding quarter. The fust-quarter decline 
was disclosed in the commission’s quarterly analysis of sav- 
ings by individuals in the United States. 

The changes were: Liquid assets—off $400 million; se- 
curities holdings—up $2.5 billion; private insurance—$9o0 
million; Government insurance—up $700 million; mort- 
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gage debt—up $800 million; checking accounts—off $3.6 
billion; home construction—up $1.5 billion. 


3rd Round Increases Average 11 Cents 

The recent 11 cents an hour wage adjustment by General 
Motors is about the average in “third-round” increases being 
granted this year (the range is from 5 cents to 15 cents an 
hour) according to Ewan Clague, Commissioner of Labor 
Statistics, who described the GM-UAW agreement—tying 
wage rates to living costs—as the “most precise” of its kind. 
Noting that the BLS index is the crux of the contract, Mr. 
Clague said: 

“This imposes a great strain on us. It requires a great deal 
of care in making the index because billions of dollars in 
wages are involved.” He added that he expected to do some 
things to improve the index. 


High Turnover Rate of Demand Deposits 


More money changed hands through checking accounts 
during 1947 than ever before in the history of the country, 
according to an analysis of money turnover as an inflation 
factor, conducted by the National Industrial Conference 
Board. Transactions settled by checks drawn on demand ac- 
counts exceeded the peak war year 1945 by 19 per cent. 
They were nine per cent higher than the previous record 
peace year, 1946. The 1929 record, which stood unbroken 
for 15 years, was exceeded last year by 22 per cent. 

All this is true, the analysis notes, despite the fact that 
the decline in the volume of demand deposits which began 
in 1946 continued last year at an accelerated pace. ‘“The ex- 
planation is found in an increase of 17.5 per cent in the 
rate at which depositors made use of their funds, or more 
technically, in the turnover rate.” 

In 1947 the rate of turnover of demand deposits was 
“only about on a par with 1942, which in turn was lower 
than that of any preceding year from 1919 when the record 
begins. It was less than a third that of 1929; appreciably 
less than half the average of the rates for the years 1919 
through 1929; and appreciably below that of 1939.” 

Facts such as these, the analysis points out, give em- 
phasis to the circumstance that inflation may develop with 
a stable or even a declining money supply. They serve as a 
reminder of how easily rising turnover may blot out the 
effects of steps taken to stabilize or reduce the supply of 
money. 


Insurance Firms Expand Landlord Role 


Insurance companies—busy in these postwar years in the 
acquisition of buildings—now hold real estate of this na- 
ture totalling more than $900 million, exclusive of home 
Office property, according to a recent study by the Institute 
of Life Insurance. 

P.S.—Did you read the article, “Long Term Leases and 
the Balance Sheet,” in this issue (pages 388-389)? 

—PAUuL HAASE 
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Why “beat your brains out” trying to uncover the facts and figures 
you need in developing your 1948 sales program? 


Why wonder how much it is costing you to sell your product in a 
given territory; how you can re-arrange territories to reduce selling 
costs and increase profits; or how your salesmen stack up individually 
on a cost-of-selling basis? 


It’s just like a vacation from worry to call in STATISTICAL for the 
answers to questions like these that vitally affect your business. 


STATISTICAL offers the personnel and facilities to tabulate the in- 


of formation—right from your own sales records—and at far less cost 

0 R GO . j $ a a y G ? in time and money than would be required to do the job yourself. 

This experience and know-how are backed up by the largest inde- 

, pendent punch-card tabulating service in the country. 
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me tabulating, calculating and statistical typing service. 
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Crime Loss Prevention 


Prevention of loss due to employee dis- 
honesty and crime is a responsibility rest- 
ing chiefly on the insurance industry, busi- 
ness concerns and their public account- 
ants. 

Legislative bodies, law enforcement 
agencies and courts are primarily inter- 
ested: in crime detection and punishment, 
but their activities have preventive in- 
fluence, too. The Federal Bureau of In- 
vestigation and some of the larger police 
departments distribute instructive data on 
crime prevention. 

But in the final analysis, the business 
man and his insurance company have the 
greatest interest in crime loss prevention. 

An important aspect of controllers’ 
functions is installation and maintenance 
of an adequate system of internal control 
over assets, income and disbursements as 
the first step in making certain that com- 
pany operations will be accurately and 
faithfully recorded. Arranging duties so 
that subsidiary functions are subject to re- 
view and internal check usually accom- 
plishes this end. 

Because scarcely a system exists that 
cannot be circumvented by one familiar 
with its details, the installation of an ade- 
quate system should not create a false 
sense of security. Constant vigilance must 
be exercised to safeguard against minor 
changes or shortcuts which may creep in 
through carelessness or lack of apprecia- 
tion of the signficance of the system’s 
various features. 

Public accountants may be expected to 
aid in maintaining internal controls and 
should be encouraged to suggest improve- 
ments based on their examination of the 
client’s system. Unless accountants are 
specifically requested to make a complete 
system review, their recommendations 
may be somewhat limited due to pressure 
under which most audits are made in 
limited periods of time. 


By C. A. Sullivan 


The main purpose of this article is to 
present in detail another source of assist- 
ance in the maintenance of adequate ac- 
counting controls and physical safeguards 
to prevent or minimize crime losses. That 
source is the insurance company which 
undertakes such a preventive program for 
more than merely selfish reasons. Statistics 
show that the aggregate amount of in- 
sured losses is considerably less than the 
uninsured loss which must be borne by the 
business man. 

Investigation of thousands of crime 
losses gives the insurance company first- 
hand knowledge of methods used in the 
perpetration of such losses. This know!- 
edge enables the insurance company to 
recognize very quickly weaknesses and de- 
ficiencies in accounting systems which 
should be brought to the attention of their 
policyholders. One of the first insurance 
companies to utilize this accumulated ex- 
perience, Liberty Mutual, is engaged in 
developing a concrete program to control 
losses and insurance costs under fidelity 
and allied crime coverages. 

The first point at which the insurance 
company can render valuable assistance to 
policyholders is in selection of trustworthy 
employees, the first line of defense against 
losses. An insurance company will inves- 
tigate the past records of employees to be 
bonded to determine their general desira- 
bility and eligibility for bond coverage. 

When received, an employee bond ap- 
plication goes to a department which 
sends reference forms to each former em- 
ployer. Careful scrutiny is given at this 
point to continuity of employment for the 
past 10 years, with emphasis on gaps 
which might indicate that the applicant 
had failed to record the entire story. A 
gap could conceivably be caused by the 
applicant’s reluctance to disclose his 
whereabouts. In such cases, further inves- 
tigation would be made. For the most 





C. A. SULLIVAN is Assistant Vice-President of Liberty Mu- 
tua! Insurance Company, Boston, and Manager of the Audit- 
ing Department. In this capacity, he is responsible for audit 
surveys and loss investigations under fidelity, forgery and 
burglary coverages, as well as for payroll audit operations. 
In his more than 20 years with Liberty Mutual, he has pio- 
neered in developing the idea of preventing crime losses by 
applying the experience accumulated in the investigation of 
such losses. He presented this manuscript earlier this year 
before the members of the Twin Cities and Cincinnati Con- 
trols of the Controllers Institute. He is a charter member and 
Director of the Boston Chapter, Institute of Internal Auditors. 
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CASE HISTORY I 


During the war, a moderate-sized retail 
establishment submitted a bond applica. 
tion for a newly-hired controller. The ip. 
vestigation disclosed that while acting as 
an assistant cashier at a commercial bank 
he had absconded with more than $25,000, 
Discovered and convicted, the man served 
time in the federal penitentiary. We tre. 
fused to bond this man, but our policy. 
holder was convinced that the applicant 
had learned his lesson and would make a 
trustworthy employee. He was retained in 
his ‘new position under a $2,000 cash bond 
which he posted with another insurance 
company. In less than a year he had de. 
frauded his new employer of $25,000. 





part, personal references are disregarded 
for applicants seldom offer references 
which would bring unfavorable comment. 

If a business reference fails to respond 
to our inquiry, we ask the applicant for 
an explanation. If this is not Saticoning 
we seek and usually obtain the employer's 
assistance and the needed information. 
When all these methods fail, we may 
cancel coverage on the employee and 
wait to see what happens. We seldom 
hear further from the employee if cancel- 
lation is justified. When it is unjustified, 
he will immediately do everything he can 
to clear the record. Additional informa- 
tion may be obtained through business 
concerns with which the applicant may 
have dealt or through credit or character 
reports available from various reporting 
agencies. We may even use one of our 
own claim investigators to obtain elusive 
information of major importance. 

When a man is refused a bond, it usu- 
ally places him in a difficult situation. For 
this reason, we make every effort to obtain 
accurate and sound information on which 
to base our decisions. Even so, we find oc- 
casionally that we have been given preju- 
dicial information by a former employer 
with a personal grudge against the appli- 
cant. These cases are rare, and when we 
learn the facts we take immediate steps to 
rectify the error. 

There may be considerable pressure 
brought by a policyholder to reconsider 
our refusal to bond a particular man de- 
spite unfavorable information disclosed 
by our investigation. If the argument by 
the policyholder is strong enough, we may 
make a concession and bond the man, pos- 
sibly with a personal cash bond. As a tule 
we do not like to do this for experience 
shows that in the majority of cases, if 4 
man errs once he will repeat when he sees 
an opportunity. The example above (Case 
History I) proves this latter point. 

When an employer has obtained a com- 
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tent and qualified staff, he cannot afford 
to relax with the feeling that all is secure. 
Safeguards are still advisable for experi- 
ence has shown many times that even the 
most trusted employee may yield to temp- 
tation under unforeseen circumstances. In 
the absence of adequate controls, he may 
succeed in concealing manipulations for 
months or years with the facilities at his 
disposal and in that time his peculations 
could attain ruinous propottions. 

Not long ago we analyzed a series of 
2,651 fidelity losses with claims totaling 
$1,374,719, to find the loss frequency by 
types of positions held by the defaulters. 
Forty-nine per cent of the cases in this 
series involved salesmen with a relatively 
low average of $211 each, usuallly arising 
from conversion of collections from cus- 
tomers. Various types of managers, com- 
prising 10 per cent of the cases studied, 
were next in frequency. Occupying more 
responsible positions, their average losses 
quite naturally were higher and amounted 
to $1,171. Claims involving presidents 
amounted to about one-eighth of 1 per 
cent in frequency but topped the list in 
severity with an average of $40,883. Pay- 
masters were next in severity, at $10,738 
each, followed by personal secretaries at 
$5,426, treasurers at $3,615 and credit 
men at $3,611. Aithough the frequency 
of losses caused by employees in impor- 
tant positions is low, they are apt to be 
serious when they do occur. 


CASE HISTORY II 


The treasurer of a large company had 
reached retirement age, and was preparing 
to turn over his office to his successor. The 
president of the company had asked the 
treasurer to analyze a large bank account 
of between $300,000 and $500,000 held in 
escrow for the company and several affili- 
ates. Never carried on the general books, 
the account was under the treasurer’s sole 
supervision and control and had never 
been audited during his 25 years in office. 
Decision to bring the accounts onto the 
books was coincidental with the treasurer’s 
retirement. For one reason or another he 
avoided submitting the requested analysis 
and subsequently the firm’s public account- 
ants spent more than a year trying to bal- 
ance the actual cash against known liabili- 
ties with the former treasurer pretending 
to assist in unraveling what appeared to be 
a long accumulation of bookkeeping er- 
rors in the account. When it became ob- 
vious that little would be accomplished in 
this direction, the treasurer was confronted 
with the shortage and asked for a better 
explanation. He finally admitted that he 
had used the $110,000 shortage for his 
personal benefit over a period of 25 years. 
Here was a well-paid man in an impor- 

tant position who found it easy to get 
away with all he wanted in the absence 
of adequate internal controls. He was the 
typical trusted employee who could do no 
wrong! 
In such a case two things are obvious: 
(1) With human frailty what it is, an 


employer must protect himself 
against embezzlement ; 

(2) The employer must also recognize 
his moral obligation to protect his 
employees from their own poten- 
tial weaknesses. 


Temptation must be reduced to a mini- 
mum. This can be done only by constant 
vigilance over an effective system of in- 
ternal control incorporating safeguards 
that promote the confidence and trust ne- 
cessary for effective administration. 


Wuy “BorRROWING” STARTS 


Fortunately, only a small fraction of 
employees are inherently dishonest. Most 
fidelity losses seem to start with ‘borrow- 
ing” with full intent to repay on next pay 
day. An analysis of reasons for such “‘bor- 
rowing” shows that the factors most fre- 
quently encountered in embezzlemest cases 
are gambling, undesirable associates, ex- 
travagant living standards, unexpected 
family expense or insufficient family in- 
come to meet normal living expenses. All 
of these factors point up the absolute 
necessity for the employer to know his 
employees and to take every reasonable 
step to ascertain the personal background 
of new employees as well as employees 
promoted to positions of greater responsi- 
bility. 

Many employers have systems of inter- 
nal control which appear adequate for 
their needs. Those employers may not 
recognize some of the obscure weaknesses 
in their systems, each of which may be 
exploited by an unscrupulous employee 
without fear of early discovery. An insur- 
ance company, on the other hand, with its 
knowledge of methods used in thousands 
of actual losses, can render valuable serv- 
ice to policy-holders by applying this ex- 
perience to test the adequacy of controls. 

About eight years ago we instituted our 
“Loss Prevention Accounting Survey” 
which is available without cost to our 
policyholders. This survey is designed to 
disclose and remedy weaknesses in systems 
of internal control which we recognize as 
conducive to fidelity and crime losses. Be- 
cause of the rising demand for this special 
service, it has been impossible to comply 
immediately with all the requests. We 
hope to extend the service to every policy- 
holder but with the limited staff presently 
assigned to this work some time will 
elapse before this becomes an actuality. 

The surveys are made by specially 
trained auditors whose training includes a 
comprehensive study of the causes of ac- 
tual fidelity losses. By actual observation 
of all phases of the accounting system, to- 
gether with discussion with department 
heads about functions of their depart- 
ments, the auditor becomes fully ac- 
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quainted with the policyholder’s internal 
control system and records the data in a 
specially developed questionnaire. 

Although particularly concerned with 
accounting routines, the auditor also care- 
fully observes the details of physical pro- 
tection where large sums of money are 
constantly handled and methods of pre- 
venting unauthorized entry to all parts of 
the policyholder’s premises. Points con- 
sidered here include fences, gates, win- 
dows, burglar alarm systems, guards, 
night watchmen, and custody of keys to 
various locations. All of these protective 
measures should be appraised with re- 
spect to the apparent needs of the particu- 
lar risk. 


CASH RECEIPTS SURVEY 


A typical cash receipts survey starts 
with review of the procedures used in 
handling incoming mail and the routing 
of customers’ remittances. In the mail de- 
partment we check the degree of super- 
vision over the employees who open mail 
and inquire as to quantities of currency 
received in an ordinary week. We deter- 
mine whether the mail department re- 
cords such remittances before they are 
passed along and follow the receipts to 
their next destination. This usually leads 
to the Cashier’s cage where all cash rou- 
tines including preparation of deposits 
are observed. At this point we observe 
the physical aspects of the Cashier's sec- 
tion, looking for unlocked doors, open 
safes, open cash drawers or boxes within 
reach of passersby, access to the quarters 
by employees who should be excluded, 
and the manner of transacting business 
with other employees or customers. 





CASE HISTORY III 


In one large department store our au- 
ditor noticed that payments on account by 
customers were taken over an open counter 
at the rear of the store and placed in an 
open desk drawer up against the counter. 
Substantial sums were continuously pres- 
ent in that drawer in full view of any cus- 
tomer at the counter and within easy reach 
of anyone who cared to stretch over and 
help himself during a moment of inatten- 
tion by the cashier. It was further noted 
that any one of several employees would 
act as relief cashier when one was needed 
at various times during the day. We recom- 
mend that the counter be widened or pro- 
vided with a grilled window through 
which all transactions would be conducted; 
that one designated employee act as relief 
cashier; and that cash receipts be trans- 
ferred two or three times a day from the 
cashier’s desk to the safe to avoid excessive 
accumulation of cash and checks in a vul- 
nerable spot. 
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Public’s Belief of High Corporate Profits 
Out-of-Line With Facts 


Only a quarter of the population in this country believes 
that company profits average less than 10 cents on the dol- 
lar but according to government figures, such profits are less 
than 10 cents on a dollar even in a year of high profits like 
the present, according to a survey by the Psychological Cor- 


poration. 


Interviewed were persons in 148 cities from coast to 
coast. A large majority, 62 per cent, said that they thought 
com panies ought to earn anywhere from 10 to 60 cents 
profit on every dollar of goods sold. This 1s more than com- 
panies are actually making today, the corporation stated. 

Of those interviewed, 24 per cent said they believed com- 
panies keep under 10 cents per dollar as profit; 37 per cent, 
10 to 29 cents; 29 per cent, 30 cents and over, and 10 per 


cent were uncertain. 





In connection with bank deposits, we 
ascertain whether a duplicate deposit slip 
goes to the bank for certification by the 
teller and is returned to some person other 
than the one who prepares deposits. 
Amazingly and frequently, this simple 
point is overlooked and bank reconcilia- 
tions are made by those who prepate de- 
posits and, in many cases, draw checks as 
well. Many persons fail to realize how 
easily a cashier can falsify his records and 
manipulate deposits and subsequent recon- 
ciliations of the bank account to suit his 
convenience. All he needs to show an ap- 
parent balance is an adding machine tape 
on outstanding checks with a false total, 
reduced by the amount of his shortage, to 
carry into his reconciliations. The only 
prerequisite is a sufficient volume of out- 
standing checks to cover the shortage and 
still leave a total on the tape which is not 
obviously incorrect. The amount he can 
abstract in this manner may be limited, 
but this may be only one of several meth- 
ods used concurrently to conceal a larger 
shortage. Even though caught by the pub- 
lic accountants at their annual audit, the 
cashier could still get away with it for a 
whole year. There have been cases in 
which cashiers have manipulated dupli- 
cate deposit slips for as long as 11 years 
before being caught. 


PETTY CASH REVIEW 


Review of the cashier's functions in- 
cludes petty cash procedures in which we 
look for vouchers prepared in pencil, ab- 
sence of approvals or payees’ signatures, 
or vouchers on which amounts paid are 
indicated only in numerals. We inquire 
into the manner in which advances to em- 
ployees are made and the manner in which 


checks are cashed for employees, with or 
without approvals. We then proceed to the 
reimbursement routine, what determines the 
amount of each reimbursement, their fre- 
quency and magnitude in comparison with 
the amount of the fund; who prepares 
and who signs the reimbursement checks ; 
who is named as payee; and the disposi- 
tion of the vouchers after reimbursement. 
Are they audited, canceled, and filed so 
that they could not be used fraudulently 
in supporting subsequent reimbursements ? 

This may seem like a lot of time to 
spend on a comparatively minor function 
of a business, but it is surprising how 
many fidelity losses actually start with 
petty cash fund manipulation. A dishonest 
cashier doesn’t need much effort to ma- 
nipulate figures shown on a petty cash 
voucher prepared in pencil or one pre- 
pared in ink if the amount is shown only 
in numerals. While the inflated amount 
might not be greatly in excess of the origi- 
nal amount in any one instance, over an 
extended period of time a concerted effort 
could easily produce a substantial loss. 
Even though normal precautions are taken 
in the preparation of petty cash vouchers, 
a loss can result if the cashier can remove 
from the file a number of old vouchers 
for which he has previously been reim- 
bursed, if they have not been effectively 
canceled. He would have to change only 
the dates and run them through the petty 
cash fund again. This would not be diffi- 
cult around the first of any calendar year 
when an obvious change of the year might 
pass audit as an assumed correction of an 
error due to force of habit. 

Upon completing review of petty cash 
procedures, we pass to general cash dis- 
bursements where controls over check 
preparation and issuance are scrutinized, 
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including the method of auditing support. 
ing documents and authorizing payments, 
Checks are found sometimes made pay- 
able to ‘‘cash’’ or ‘‘bearer’’—or pre-signed 
in blank under certain circumstances, 
Presence of any of these loopholes com. 
pletely nullifies disbursement controls for 
all practical purposes. Methods of con- 
trolling use of facsimile signature plates 
or stamps must be carefully explored. We 
inquire into the manner of transmitting 
issued checks to make sure that none js 
delivered personally by employees who 
might be in a position to draw checks to 
fictitious payees with intent to forge en- 
dorsements and embezzle the proceeds, 
Controls over branch operations are ex- 
amined as well as the way funds are trans- 
ferred from one bank account to another 
with particular attention to special bank 
accounts in which dormant balances are 
carried. 


PURCHASING FUNCTIONS 


From general disbursement routines we 
proceed to the purchasing functions, to 
ascertain methods of controlling the ac- 
quisition of raw materials and supplies. 
Careful atention is given to the manner in 
which purchase orders are prepared, ap- 
proved, distributed to the various inter- 
ested departments, and safeguarded against 
misappropriation and fraudulent use. Re- 
ceiving Department functions must be ob- 
served, including the preparation of forms 
used to acknowledge receipt of merchan- 
dise, and eventually to support subsequent 
payments to vendors. A factor to be con- 
sidered at this point is whether receiving 
notices are transmitted directly to the Ac- 
counting Department, or whether they 
may be routed through the Purchasing 
Department where they could conceivably 
be altered by an employee intent upon 
causing a disbursement for more than the 
value of the goods received. 

Safeguards over storage and distribu- 
tion of raw materials and supplies are 
next in order of review, followed by physi- 
cal inventory methods, sales and accounts 
receivable functions, payroll disburse- 
ments, notes receivable, fixed assets and 
investment securities. 

Space does not permit lengthy treat- 
ment of each of these major items, but the 
illustrations used will give some idea of 
the broad scope of our surveys and the ex- 
tent to which all phases of the policy- 
holder’s accounting system are reviewed. 

Most essential aspect of the survey is 
the auditor’s actual observation of each 
function during its performance. We find 
this to be far more effective than attempt- 
ing to learn the details while sitting at the 
desk of one who may or may not know all 
the answers. 

Upon completion of each survey, the 
findings are discused in detail with an 
executive responsible for the maintenance 
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of internal controls. Verbal recommenda- 
tions are made toward elimination of 
loopholes encountered and very often im- 
mediate steps are taken to change hazard- 
ous practices before receipt of the subse- 
quent written confirmation. The auditor’s 
report is written and submitted for our 
Home Office review and release. Copies 
of our booklet, “Loopholes and Losses,” 
are sent along with each report to the 
policyholder. 

We make it clear in our letters of trans- 
mittal that our surveys do not in any sense 
constitute or replace a detailed audit and 
point out that such examination would 
fall within the jurisdiction of the policy- 
holder’s public accountants or their own 
internal auditors. 

Certain discounts may be available 
when bond premiums are calculated. Some 
companies allow a five per cent premium 
credit on schedule bonds written in 
amounts of $100,000 or more, and on 
blanket bonds with annual premiums to- 
taling $100 or more, under each of the 
following conditions. 

(1) If internal audits covering all 
branches are made at least quarterly, in- 
cluding verifications of cash and bank bal- 
ances, and a testing, at least annually, is 
made of accounts receivable and the physi- 
cal inventory as well as a checking of all 
securities. 

(2) If an audit covering all branches 
is made at least annually by independent 
certified public accountants in accordance 
with standard procedures, including the 
verification of cash and bank balances, 
testing of accounts receivable and the 
physical inventory and the checking of all 
securities. 

We do not expect our auditors to sell 
insurance. However, their obligation to 
the insured does include focusing atten- 
tion on insurable hazards against which 
the policyholder obviously is insufficiently 
protected. Our survey would not be com- 
plete if we failed to demonstrate how 
losses might be sustained and not be re- 
coverable under existing insurance con- 
tracts. 

Over 600 Loss Prevention Accounting 
Surveys have been made since 1940 on a 
countrywide basis and have covered a 
great variety of large.and small industries. 
Many of our policyholders have expressed 
their appreciation for this service, and 
commented favorably on the broad scope 
of work accomplished. Although this is 
an expensive service to offer without cost, 
experience clearly shows that there is a 
tremendous need for it. We have barely 
scratched the surface of this work and 
with the limited staff available it will be 
some time before any appreciable volume 
can be handled. We hope that articles such 
as this will arouse wider interest in the 
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problem of crime loss prevention and ac- 
complish more immediate results. We 
have two other avenues for disseminating 
constructive information on curbing fi- 
delity and crime losses: 

(1) While investigating losses reported 
to us by our policyholders, we must learn 
how a loss occurred, how it was concealed, 
and what led to its exposure. We can then 
present recommendations for improve- 
ment of existing procedures which per- 
mitted the loss to occur and remain unde- 
tected. 

(2) Data secured by case studies is 
used in preparation of trade publication 
atticles dealing with suppression of em- 
ployee defalcations. 

Conditions during the recent war often 
made it mandatory to hire new employees 








as fast as they could be obtained. Time 
could not always be spared for the usual 
type of inquiry into new employees’ per- 
sonal backgrounds which meant that many 
employers were exposed to infiltration of 
undesirable people. Moreover, the tremen- 
dous expansion in activities made it al. 
most imposible to install and maintain the 
desirable additional internal controls. Up. 
der these circumstances, many fidelity 
losses were never discovered, accounting 
partly for the fact that losses reported to 
us were below normal frequency expecta- 
tions. During the past year, however, te- 
ported losses have risen sharply in fre. 
quency and magnitude with the return to 
more normal operating conditions, focus- 
ing attention on needed internal controls, 


Machines, Investments Held Key to Progress 


Machinery and investment, rather 
than efficiency of labor and manage- 
ment, are the most crucial factors in in- 
creasing American productivity. ‘“The 
skill of individual workers is important 
but less so than the tools he has to 
work with,’ Gloria Waldron and J. 
Frederic Dewhurst declare in ‘Power, 
Machines and Plenty,” which is based 
on a Twentieth Century Fund study. 

“New and better machinery spells 
out greater productivity... . Heavy 
investment is as important as inventive 
genius to our economic system. Produc- 
tivity makes real strides only in a dy- 
namic, expanding economy where in- 
vestors are willing to risk their capital 
on new discoveries and inventions,” the 
authors assert. 

We still do not know fully, they 
point out, “what stimulates the inven- 
tiveness and daring that result in new 
technological discoveries,” or “what 
makes a man willing to risk capital in 
new industry.” 

Among the more tangible obstacles to 
increased productivity the authors list 
industrial strife, monopolies, high tar- 
iffs, and the unpredictability of the busi- 
ness cycle. Somehow we shall “have to 
learn to prevent the excesses of booms 
that lead to collapse” if we are to have 
the continuing increases in productivity 
such as have characterized our develop- 
ment in the past century, the authors de- 
clare. 

America’s amazing gains in produc- 
tivity during the past century are at- 
tributed to the ‘most lavish use of en- 
ergy the world has ever seen.” Through 
the unparallelled use of mineral energy 
we now produce 29 times more goods 
and services than we did a century ago 
with only five and a half times as much 
human effort. 
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“The main sources of work energy 
have completely shifted in one short 
century,’ the authors point out. ‘The 
work output we got from mineral fuels 
was five hundred times greater in 1944 
than in 1850. The contribution of coal, 
petroleum, and natural gas to our work- 
energy supply increased from less than 
5 per cent of the total to more than 87 
per cent.” This dramatic shift is de- 
scribed as “the very basis of technologi- 
cal progress.” 

It is estimated that “if both produc- 
tivity (output per manhour) and work- 
ing hours remained at the 1850 level, 
we would need some two hundred mil- 
lion workers to produce as much as we 
did in 1944. With the shorter work 
week of 1944 we would need over 300 
million workers—over twice the whole 
population!” 

“In 1850, the average American 
worked seventy hours a week. Today he 
works forty-three. In 1850, our average 
American produced about 27 cents’ 
worth of goods an hour. Today he pro- 
duces about $1.40 worth in dollars of 
the same purchasing power.” 

Productivity is estimated to have in- 
creased in the United States 18 per cent 
each decade since 1850. ‘““We could 
easily top this,” the pamphlet states, 
“as indeed we did in 1920 to 1940.” 

The pamphlet warns us, however, 
that continued increases in productivity 
are by no means certain. Whether we 
make rapid or slow progress will de- 
pend on “the combined wisdom and ac- 
tion of individual Americans—inven- 
tors, managers, businessmen, investors, 
workers, and consumers. Our joint de- 
cision . . . will determine whether we 
can continue to multiply the fruits of 
the Power Age.” 

“Power, Machines, and Plenty,” by 
Gloria Waldron and J. Frederic Dew- 
hurst, is Pamphlet No. 142 in the series 
issued by the Public Affairs Committee. 
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Through the development of a new 
open-end envelope-type employment 
application form, Food Fair Stores, Inc., 
Philadelphia food store chain, has been 
able to eliminate approximately 45,000 
files at the main office, centralize all in- 
formation concerning each employee, 
and save many man-hours formerly 
spent in filing necessary personnel rec- 
ords. 

Food Fair executives also estimate 
that the new-type application forms, 
compactly kept in a visible file system, 
have permitted the removal of 60 four- 
drawer filing cabinets, making available 
many additional square feet of office 
space for the personnel department. 

In the old set-up, Food Fair kept a 
folder for each employee. When a large- 
sized application form then used in the 
field reached headquarters, a new visible 
file card had to be filled out with the in- 
formation provided on the original 
form which had been filled out by the 
mew employee. Much information that 
was needed at headquarters—such as 
status of fidelity bond, insurance appli- 
cation, or working papers—was often 
lacking. 

A third form also had to be filled 
out at headquarters in the event of any 
personnel change. Many times, head- 
quarters executives were compelled to 
look in all three systems of filing before 
pertinent information concerning some 
active or inactive employee was found. 
This system required continual filing 
and refiling. 

Under the new system, the new em- 
ployee fills out the requested informa- 
tion on the front of the open-end en- 
velope-type form. He or she is re- 
quested to print the information in ink, 
thereby establishing a permanent rec- 
ord. 

Space at the bottom of the front side 
of the employment application must be 
filled in by the store manager. Present 
instructions to the field hold all store 
managers responsible for completion of 
the requested information at the bottom 
of the front side of the application 
form, where possession of the employ- 
ee’s withholding exemption certificate, 
fidelity bond, and working papers is de- 
noted. If an employee is simply going 
through a personnel change from one 
store or one department to another 
within the company, this item is also 
checked. Space for the employee’s tele- 
phone number and Social Security num- 
ber, the date employed, as well as ad- 








Condensing Personnel Records 


By Robert A. Latimer 


dress, is provided for the manager's use. 

In this manner, headquarters execu- 
tives of Food Fair find that all necessary 
information is certain to be provided. 
Furthermore, the whole record above 
the manager's section is in the original 
form supplied by the applicant and can 
constantly be referred to along with 
other facts. 

When the application form reaches 
headquarters, the name, address, and 
Social Security number are typed for 
the visible filing system and placed in 
the proper drawer, each store having its 
own drawer. 

The reverse side of the envelope-type 
application form contains the service 
record of the employee with the Food 
Fair chain. The contracted hours, rates 
and wages are contained, as well as the 
schedule of hours and wages, along 
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with a code which enables headquarters 
to judge certain other confidential in- 
formation when necessary. Classifica- 
tion and store with dates employed are 
also noted on the reverse side. 

All other pertinent material that is 
acquired over a period of time—such 
as the employee’s withholding certifi- 
cate, his fidelity bond, or his store trans- 
fer—is conveniently stored inside the 
envelope. 

Food Fair executives point out that 
one notable feature of the use of this 
new open-end application form is the 
big saving in time for reference pur- 
poses. Many telephone calls and letters 
are received daily requiring facts on em- 
ployees. Previously, for example, if a 
telephone call were received requesting 
certain information about an employee, 
headquarters first had to get the per- 
sonnel record card, then usually go to 
the individual folder and often still 
search further for the information, es- 
pecially when the request concerned 
events which occurred before the em- 
ployee’s connection with the company. 


INC.— EMPLOYMENT APPLICATION 








SALARY REASON FOR LEAVING 


Envelope-Type Form for Applications (Front and Rear Sides) 


CLASSIFICATION 
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This article, originally published in Of- 
fice Management and Equipment, was /a- 
ter digested in Management Guide, No. 5. 


















An invitation you'll want to accept now! For the first time 
—the new ROLL-O-PAK Carbon Paper Unit weds the 


best features of continuous forms and the liquid hecto- 


















graph systems. 

ROLL-O-PAK feeds one-time duplicator carbon paper into any contin- 
uous forms writing machine to make the hectograph master... from which 
as many as 200 copies can be run off later at your convenience. 

And—at the same time—ROLL-O-PAK feeds “floating” black record 
carbon paper into the machine to make from 4 to 12 immediate copies of 
the form! 

A single loading requires less than 4 minutes—and produces enough 
black record carbon paper for as many as 3,000 forms...and enough dupli- 


cator carbon paper for about 100 forms 7” in depth. 


Write, or better yet— CALL COLLECT TODAY—Andover 2075. 


STANDARD MANIFOLD COMPANY - 162 N. Franklin - Chicago 


The Controller, August 1948 














Guaranty Trust Company of New York 


140 B 
Madison Ave. at 60th St. 


Fifth Ave. at 44th St. 
LONDON * 


PARIS ° 


roadway 
Rockefeller Plaza at 50th St. 
BRUSSELS 








Condensed Statement of Condition, June 30, 1948 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . 
U. S. Government Obligations . 
Loans and Bills Purchased . . 
Public Securities . . . . .$ 
Stock of Federal Reserve Bank . 
Other Securities and Obligations . 
Credits Granted on Acceptances . 
Accrued Interest and Accounts 

Receivable . a 
Real Estate Bonds and Mortgages 


- $ 680,832,855.44 





Bank Premises . . . « « « 
Other Real Estate . ... - 
Total Resources . 


coon - « « 41,123,217,847.28 

a) yas esas wsthbel tie 870,076,683.69 
78,525,795.32 
9,000,000.00 
10,294,152.93 
14,040,589.77 
7,726,124.16 
1,321,660.50 

120,908,322.68 

a) ren bet tel ere 4,858,969.78 

6) 6) Who tehs 38,946.40 





o 0 «© © « «+ $2,799,933,625.27 








LIABILITIES 


Cental «.« 6+ «= « « « of 
Surplus Fund ..... - 
Undivided Profits . . . . -« 


100,000,000.00 
200,000,000.00 
63,848,493.22 





Total Capital Funds . . 
Deposits . . . © « e« « 
Treasurer’s Checks Outstanding . 


" $2,310,497,816.86 


$ 363,848,493.22 
41,718,679.50 





Total Deposits. . .. . 
Acceptances . . . - «© « «$ 
Less: Own Acceptances Held 

for Investment . . . « e 


$ 
Dividend Payable July 1, 1948 . 


Items in Transit with Foreign 
ee See ee eee ee 
Accounts Payable, Reserve for 
Expenses, Taxes, ete. . . 


Total Liabilities . 


Securities carried at $90,235,817.59 in the 
fiduciary powers, to secure public moneys as 


. 0 «+= + SRRRSNG GES 
20,367,441.68 
6,186,442.60 


14,180,999.08 
3,000,000.00 
967,691.04 


65,719,945.57 





__83,868,635.69 
+ + + +. $2,799,933,625.27 





above Statement are pledged to qualify for 
required by law, and for other purposes. 
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Federal Per Capita Tax Rises 


Federal per capita tax revenue (exclud- 
ing payroll taxes) increased 677 per cent. 
from 1940 to 1947, according to an 
analysis of the cost of government by the 
National Industrial Conference Board. 
Measured by tax collections, the cost of 
government came “‘to more than a dollar 
a day for each person” in the United 
States in 1946. Before the war, taxes 
amounted to 30 cents per person per day. 
The increase in the cost of government 
since 1939 far exceeds the rise in the cost 
of food, clothing and other essentials. 

“Costs of operating the Federal Goy.- 
erment are met primarily through taxes 
on income, which now provide over three 
quarters of the federal tax revenue.” Ex- 
cise taxes have been losing their relative 
position in the federal tax structure, the 
analysis points out. ‘In 1940, these levies 
furnished close to 40 per cent. of the tax 
revenues; now they supply less than 20 
per cent.” 

Washington does not have a monopoly 
of governmental services, the analysis 
comments. “The forty-eight states and 
155,000 local governments are also in 
competition for the tax dollar.” State tax 
collections have increased 75 per cent. 
during the past seven years (excluding un- 
employment compensation taxes), reach- 
ing approximately $6 billion in 1947. For 
their share, the localities garnered over $5 
billion in 1946. 

To pay for government on the state 
level, sales and gross receipts taxes fur- 
nish 60 per cent. of the taxes collected. Li- 
cense and privilege taxes furnish an addi- 
tional 15 per cent. The foundation of the 
local revenue structure is the property tax. 
“In 1946, this source supplied about 80 
per cent. of the total local revenue.” 

The Conference Board series on total 
tax revenues shows that taxes amounted 
to more than one quarter of the national 
income in the fiscal year 1946. “This rela- 
tionship does not appear to have changed 
materially during the 1947 fiscal year. A 
decade earlier, in 1937, this ratio amounted 
to less than 17 per cent.” 


U. S. Farm Assets Rise 


American farmers are now running a 
100-billion-dollar business, according to a 
summary by the U. S. Department of 
Agriculture. 

The Federal experts value farm land 
and buildings at $58.6-billion, compared 
with $30.7-billion in 1933 and $34-bil- 
lion in 1941. 

Farm equipment, including tractors, 
trucks, plows, combines, and other items 
were valued at more than $21-billion, 
compared with $8.4-billion in 1940. Sta- 
tistics show the farmers are now “better- 
heeled” than ever before in history. Total 
farm assets are worth four times as much 
as at the beginning of the war. 














potentate 


) Sorry, Maharaja. Your punched-card 

accounting installation won't be like this. 

But here’s the kind of service you can expect... 

) Your single source— Remington Rand—helps you plan 
all procedures to meet your needs . . . trains your personnel 
... expertly installs the world’s finest punched-card 
machines . . . keeps them in top-flight condition. 

) Remington Rand also furnishes famous 

“SealedEdge” tabulating cards and Remtico 

tabulating ribbons. Aristocrat filing 

and storage cabinets to keep cards 

in perfect shape. Kardex Visible 


Systems to speed coding, 





sum up reports at a glance. Film-a-record to microfilm 
cards and reports. And, to complete your 
installation: typewriters, adding and 
calculating machines, desks, chairs and 

over 20,000 other invaluable business products. 
) Yes, sir! You, too, can be a punched-card 
potentate. Remington Rand can fill 

your every office equipment need! 

) So why not call our nearest branch 

office today? Or write Tabulating 

Machines Division, 315 Fourth 


Avenue, New York 10, N. Y. 
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Pacific Coast Conference of Controllers, 


At Seattle, Hailed Big Success 


Establishing a successful precedent, the 
first Pacific Coast Conference of Con- 
trollers ever held in the Pacific Northwest 
area was staged under the sponsorship of 
the Seattle Control of the Controllers In- 
stitute of America on June 11-12, in the 
Olympic Hotel, Seattle, Wash. 

The high spot of the Saturday morning 
meeting, which excited much favorable 
comment among the members, was the 
talk by F. T. Letchfield, Assistant Vice- 
President, Wells Fargo Bank & Union 
Trust Co., San Francisco. He gave “An 
Engineer's Appraisal of the Current Out- 








Complements 


Waren you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 


lishes your financial position 





as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 





complements the other. 


JOHN R. BLADES | 


Insurance Adviser 
50 Church St., New York 7, N. Y. | 








Established 1926 


NO INSURANCE SOLD 














look’’—an inspirational talk with fighting 
phrases, analyzing our recent economic 
history and stating the problems of the 
future. The business session Saturday 
morning started with a review of national 
office activities by Walter Mitchell, Jr., 
Managing Director of The Institute. 

The luncheon speaker was The Insti- 
tute’s national President, C. E. Jarchow, 
Vice-President and Comptroller, Interna- 
tional Harvester Company, Chicago. Mr. 
Jarchow presented a careful analysis of 
industry's problems in reporting to the 
consumer on prices, costs and profits. He 
reviewed some of the most advanced 
thinking of progressive American corpo- 
rations in the matter of their relations 
with the consuming, laboring and invest- 
ing public. He also drew extensively from 
the unpublished experience of his own 
concern, a leader in this field. His manu- 
script will be published in THE Con- 
TROLLER in an early issue. ~ 

At the afternoon session, E. E. Balling, 
Vice-President and Treasurer of Latch- 
ford-Marble Glass Company, made a po- 
tentially dry subject sparkle. His talk on 
“Credit Problems During an Inflationary 
Boom’’ drew upon current California ex- 
perience, especially in the wine industry 
which has been hard hit in recent months 
by falling prices and tightening of bank 
cred. Mr. Balling is a National Director 
of The Institute. 

A second speaker on the afternoon pro- 
gram was Paul W. Ellis, Associate Profes- 
sor of Economics, University of Oregon, 
who discussed the theory of "Price 
Changes, Business Accounting and Gov- 
ernment Policy.” 

The high spot of the conference was 
the message from the banquet speaker, 
Roderic Olzendam, Counselor in Indus- 
trial and Public Relations, of Tacoma, 
Wash., on “What Do You Mean— 
Profits.” It was generally agreed that he 
had an actor’s ability to carry his audi- 
ence, long experience in the art of put- 
ting over a message with a mixture of hu- 
mor, change of pace, and Dutch-uncle ad- 
monition that made the story easy to take 
and keep. 

An informal breakfast conference of 
national directors, outgoing presidents 
and incoming presidents of Pacific Coast 
Controls was held on Saturday morning. 

The committees in charge of the con- 
ference were headed by the following: 
Executive, R. P. STEEN, Cashier, Seattle 
Trust & Savings Bank, Seattle; Entertain- 
ment, R. B. BusH, Controller & Treas- 
urer, American Mail Line, Ltd., Seattle; 
Finance, R. J. Hurr, Vice-President & 
Secretary-Treasurer, Puget Sound Bridge 
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& Dredging Co., Seattle; Hotel and Ar. 
rangements, H. E. BOWMAN, Secretary- 
Treasurer, Controller & Director, Boeing 
Aircraft Co., Seattle; Program, J. H. 
CLAWSON, Treasurer, Puget Sound Power 
& Light Company, Seattle; and Publicity 
and Registration, W.R. LOMMEL, Comp- 
troller, Weisfield & Goldberg, Inc. 

The chairmen of the four sessions 
were: Morning, W. H. Carr, Treasurer, 
California Packing Corporation, San 
Francisco; Luncheon, GORDON BINc- 
HAM, Actuary, Northern Life Insurance 
Company, Seattle; Afternoon, H. E. 
Lupwick, Controller, Firestone Tire & 
Rubber Company, Los Angeles, and Ban- 
quet, Mr. Clawson. 


Tax Enforcement During 1947 
Set New Records 


Treasury enforcement activities incident 
to the collection of taxes due the Federal 
Government continued to set new records 
in number of investigations, persons in- 
dicted and convicted, and additional rev- 
enue assessments during 1947, George 
Schoeneman, Commissioner of Internal 
Revenue, recently reported. 

The Intelligence Unit of the Bureau, 
headed by W. H. Woolf, working with 
revenue agents and deputy collectors, in- 
vestigated more than 4,000 cases involv- 
ing possible evasion of taxes, obtaining 
evidence leading to indictment of 373 in- 
dividuals during the year. Cases going to 
trial totalled 209, involving 267 indi- 
viduals, of whom 252 were convicted, ap- 
proximately 95 percent. 

Nearly a million dollars in fines were 
assessed in addition to prison sentences 
ranging up to five years. Additional taxes 
and penalties imposed as a result of these 
investigations by the Intelligence Unit, 
with its personnel of about 1,000 special 
agents, aggregated nearly a quarter of a 
billion dollars; and enforcement activities 
of the Bureau as a whole swelled the to- 
tal of such additional potential revenue 
for the year to $1,982,167,000, against 
approximately $1,500,000,000 in the 
1946 calendar year. 

Typical of the seriousness with which 
the crime of tax evasion is regarded in 
many federal court jurisdictions was the 
case involving Norton Samuel Locke of 
Dallas, Texas, operator of several corpora- 
tions engaged in Government construc- 
tion work. Locke was sentenced by Judge 
T. W. Davidson to serve five years in 
prison and pay a fine of $25,000 for de- 
frauding the Government by filing false 
and fraudulent income tax returns for 
himself, his wife, and solely owned cor- 
porations. 

* * * 


17TH ANNUAL MEETING 


Controllers Institute of America 


NEW YORK—OCT. 10-13, 1948 
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No waste motion! No waste time! No rehandling of 
figures from start to finish! This Burroughs Calcu- 
lator is the on/y calculator that shows results of indi- 
vidual extensions and then remembers them to give 
automatic grand totals or net results. Find out how 
the Burroughs Calculator with exclusive “memory” 
dials saves 15% to 40% in calculating time for 
thousands of concerns. Find out how it can speed 
and simplify your invoicing, payroll and other 
calculating work. Call Burroughs. Burroughs Add- 
ing Machine Company, Detroit 32, Michigan. 





: BURROUGHS : 
‘: 2 
- CALCULATORS 
F's a4 
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Economic Role of Governments 


time, energies, and knowledge of 10 


Governments (federal, state and lo- 
million workers, or 16.8 per cent of all 


cal) consumed in their activities the 


1947 1946 
(billions of dollars) 








Accounts 





Collections from families and individuals 











Income and property taxes, fees, licenses, excise taxes, and other charges 21.5 18.8 
Contributions to social insurance 24 1:9 
Total collections from families and individuals 23.6 20.7 
Payments to families and individuals 
Salaries, wages, and other payments to employees 16.9 24.2 
Interest on bonds 4.5 4.5 
Pensions, unemployment benefits, and other social security payments 11.1 10.8 
Total payments to families and individuals 52.0 36.5 
Excess of payments to families over collections 8.9 15.8 
Collections from business enterprises 
Property taxes, fees, licenses, excise taxes, and other fees 17.9 16.9 
Taxes based on profits Ls 8.6 
Contributions to social insurance S26 4.1 
Total collections from business enterprises 32.8 29.6 
Payments to business enterprises 
Goods purchased 14:4 9.5 
Subsidies of government enterprises less current earnings at 8 
Financial aid and loans for exports 5.6 523 
Total payments to business enterprises 16.6 15.6 
Excess of collections from business over payments 16.2 14.0 
Combined excess of collections over payments 133 





Combined excess of payments over collections 














Aas Your Company's 
INSURANCE PROGRAM 


Been Medernized? 


Because of the many changes affecting all forms of 
insurance in recent years, most buyers of business in- 
surance realize that their coverages need to be im- 


proved and excessive costs reduced. 


A Jamison Survey and Audit will modernize your 
Insurance program and should help in reducing costs. 
Savings were 10% to 37% on our last eight audits. 


HERBERT L. JAMISON & CO. 


INSURANCE SURVEYS AND AUDITS 


ONE ELEVEN FULTON STREET NEW YORK 
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gainfully employed persons during 
1947, according to a study by Economic 
Accounting Inc. Of this total 6,850,000 
were in the direct employment of gov- 
ernments and the goods which govern- 
ments purchased from business enter- 
prises required about 3,200,000 workers 
to produce. 

Other findings in the study were: 

Taxes collected directly from families 
and individuals amounted to $23.6 bil- 
lion, equal to an average of $535 per 
family. 

Payments of wages, salaries, and 
other labor income amounted to $16.9 
billion, an average of $3,122 for each 
worker directly employed. 

Pensions, interests, and other benefits 

aid to families and individuals totaled 
$16.6 billion, an average of $376 for 
each of the 44,100,000 families. 

Business enterprises collected taxes 
for governments in the total amount of 
$32.8 billion. Payments of $11.1 billion 
were received from governments for 
goods consumed and payments of $5.6 
billion for goods exported. Of this lat- 
ter amount $1.7 billions represented re- 
lief and gifts and $3.9 billion were on 
account of government loans. 

The direct payments of governments 
to the people exceeded the direct col- 
lections by $8.9 billion in 1947. On the 
other hand indirect collections exceeded 
indirect payments by $16.2 billion. 

Governments collected $7.3 billion 
more than they paid out. This amount 
decreased the financial savings and 
money supply of the people and their 
business enterprises. Federal govern- 
ment bonds owned by banks, the people, 
and their business enterprises were re- 
duced by $6.6 billion. 

Significant changes in the economic 
role of governments (federal, state, 
and local) are disclosed by the economic 
accounts for the years 1947 and 1946. 
A comparison of 1947 with 1946 re- 
veals that the number of employees de- 
creased, wage and salary payments were 
less, purchases of goods were smaller, 
pensions and other benefits paid in- 
creased, contributions to exports were 
larger, taxes collected were larger, and 
the supply of funds available for sav- 
ings was decreased. 

The accounts as arranged by Franzy 
Eakin, Director of Economic Account- 
ing, Inc., follow for the years 1947 and 
1946. (Refer to columns 1-2.) 


Wage Costs Increase Since 40 


Wage costs per unit of production in 
manufacturing have been increasing ever 
since 1940, and at, the end of 1947 they 
were about 88 per cent. above their 1939 
level. Production per man-hour worked 
has moved up somewhat since the end of 
1945, but is only about eight per cent. 
higher than for the year 1939. 








, i 





















































ng 
lic 
00 
V- 
oy 
t- 
TS 
es 
il- 
er 
id 
9 
ch 
ts 
d 
or 
es 
of 
n 
Dr 
6 
t- 
n 
Is ey 8 
: said it would be 
e 
d ‘ 
rettier 
it 
d ’ 
: with ne Gos 
l- 
‘ ...and that’s when we really woke up! 
C The round-about course records take in traveling through 
, . . . . 8 8 
; some organizations is almost like an old-fashioned maze. 
‘ Crazy as it seems, planting hedges for the maze 
; would at least show up the difficulties. 
: <a ’ 
7 But it’s much simpler to call in a Diebold man 
; and have him make a survey of your record system at no cost to you. 
° He won't actually recommend hedges! But he will 
1 give you a complete, wxbiased recommendation 
for streamlining, simplifying and speeding up 
your record handling. He can be unbiased, because Diebold 
j makes all four types of record equipment. He is a specialist 
in properly fitting equipment facilities to job 
requirements. Take advantage of this Diebold service. 
Look up Diebold in your phone book, or write — 
Diebold, Inc., 1595: Fifth Street, $.W., Canton 2, Ohio. 
WW //// Ve Multi-Flex Rack with Flex-Site Visible 
: nolan) VERTICAL VISIBLE MICROFILM Binders enables clerks to operate as many 
WV/// (CY as six large size binders with the ease of one 
{ .. . permits form additions and changes with- 
) Ie O out removing binders . . . provides faster 
random posting and reference . . . accommo- 
dates work distribution during peak period 
; RECORD-HANDLING CJTVUS . holds upwards of 10,000 visible records 
in certain form sizes. 
MICROFILM + ROTARY, VERTICAL AND VISIBLE FILING EQUIPMENT » SAFES, CHESTS AND VAULT DOORS +» BANK VAULT EQUIPMENT - BURGLAR ALARMS 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 
39 BROADWAY, NEW YORK 6, N. Y. 
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Inventories Trail Production Trend by 


Six to Nine Months, Study Finds 


During the business cycle, inventory 
holdings lag behind production by 
about six to nine months, and some in- 
ventories may continue to rise months 
after production has begun to fall. This 
new insight into the role of inventories’ 
effect upon business cycles has been af- 
forded by a special investigation of in- 
ventory fluctuations, reports the National 
Bureau of Economic Research. 

A summary of the findings made by 
Dr. Moses Abramovitz of the National 
Bureau’s research staff, was released for 
publication recently. 

The effect of an inventory lag, the 
report pointed out, is a result of widely 
different circumstances influencing busi- 
ness men holding distinct classes of in- 
ventories. Goods in process, for exam- 
ple, rise and fall in almost perfect uni- 
son with output. But inventories of raw 
materials, by contrast, lag behind cycles 
in output by about four months. Here 
the lag is usually shorter when the ma- 
terials are obtained from domestic man- 
ufacturers or dealers and longer when 
the goods are procured from distant 
sources, or on long-term contracts. 

Inventories of finished staples sold 
from stock exhibit much the longest 


THE CONTROLLER........... 


lag. When sales decline, manufacturers 
as a rule reduce their output sharply, 
but the reduction is not enough to over- 
take the decline in shipments and in- 
ventories therefore pile up for a year 
or even longer. 

Earlier studies by Dr. Simon Kuznets 
showed that inventory investment has 
conformed with great sensitivity to 
business cycles. Moreover, they showed 
that the swings in inventory invest- 
ment have been so enormous that they 
account for about half the size of the 
cyclical swings in gross investment in 
the inter-war period and for more than 
a fifth of the size of the cyclical swings 
in gross national product. 

Summarizing the report of Dr. 
Abramovitz, Dr. Arthur F. Burns, di- 
rector of research of the National Bu- 
reau and Professor of Economics at Co- 
lumbia University said: 

“This great contribution consists in 
demonstrating that inventories are not 
a homogeneous mass, that their be- 
havior does not lend itself to aggre- 
gate analysis; but that economic law 
nevertheless governs the process of in- 
ventory accumulation and decumula- 
tion.” 
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No “Ghost Towns” Appear 


In Postwar Years 


The ghost towns of World War II and 
the blighted industrial areas scheduled to 
make their appearance after the end of 
the war are not yet in evidence, according 
to an analysis of postwar distribution of 
population by the National Industrial 
Conference Board. 

From 1940 to 1945, increases in the 
civilian population of eleven states 
ranged up to 21.1 per cent. In this period, 
the civilian population for the nation as a 
whole decreased 3.2 per cent. From 1940 
to 1943, population accretions of the 
thirty-four metropolitan areas studied 
ranged up to 4.5 per cent. Increases were 
greatest in the Norfolk-Portsmouth-New- 
port News district (45.2 per cent.) ; San 
Antonio (30.7 per cent.) ; and Seattle 
(20.1 per cent.) ; Portland, Oregon (20.1 
per cent.) ; and San Francisco-Oakland 
(19.2 per cent.). 

Most areas of sharpest rise had a con- 
centration of skilled labor and industrial 
facilities. The general belief has been that 
these areas ‘“‘were overexpanded and 
therefore vulnerable to postwar defla- 
tion.” 

The postwar period has seen “no sig- 
nificant redistribution” of population. 
Civilian population has increased in all 
forty-eight states since 1945, as a result 
“primarily of the demobilization of the 
armed forces.’’ Nevertheless in only thirty- 
seven states did the population increase 
from 1940 to 1947, and in only seventeen 
states was the increase greater than the 
national average of 8.5 per cent., the 
analysis points out. 

All of the densely populated metropoli- 
tan areas studied, with the exception of 
Norfolk-Portsmouth-Newport News and 
San Antonio, showed population gains 
from 1943 to 1947. Norfolk-Portsmouth- 
Newport News decreased slightly, and 
San Antonio showed no change. Both are 
still ‘well above” their 1940 total. 

A major cause of the “seeming perma- 
nence” of the wartime shift in population 
to these areas has been the ‘‘continuance 
of a high level of economic activity. Since 
more than 50 per cent. of internal migta- 
tion in the postwar period has been in 
some way connected with employment, 
areas which remain highly industrialized 
attract the major portion of migration. 
Migrations, it has been estimated by the 
Bureau of the Census, total more than 25 
million since 1940. Approximately 40 per 
cent. of these migrations occurred since 
the end of the war.” 


Business Periodicals 
Published by the Office of Education, 
“Federal Security Agency’ recently in- 
cluded THE CONTROLLER in its selected 
list of business periodicals of professional 
interest to teachers as well as business 

and government agency librarians. 
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HAVE YOU SAVED MONEY 
ON YOUR CRIME INSURANCE? 


Liberty Mutual writes a complete line of Fidelity, 
Forgery and other crime insurance. This is good news 
for businessmen interested in reducing insurance 
costs at a time when other costs have been rising. 
Here’s how the Liberty Mutual plan works: 

We eliminate waste in selling and handling insur- 
ance by dealing direct with policyholders, then work 
with them to help reduce losses. The savings have 
been returned as dividends, materially reducing in- 
surance costs. Total dividend payments have 
amounted to more than $172,000,000 since Liberty 
Mutual was organized in 1912. 

Because we are the largest writer of Workmen’s 
Compensation Insurance we know the insurance 
problems of businessmen and are staffed to provide 
fast service and prompt settlement of losses. 


For an estimate of your savings and a survey of 
your insurance needs, call your local Liberty Mutual 


office today. 






MUTUAL 


CE COMPANY 


LIBERTY 


{INSURAN 
HOME OFFICE: BOSTON 


i Car Owners. * 
Protection for Business, Home and 





x We work to keep you safe x 
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National Debt Policies Influence 
Life Insurance Firms’ Earnings 


Because a large majority of the popu- 
lation of the United States are policy- 
holders or beneficiaries of life insurance 
totaling $191 billion, and because life 
insurance companies are the largest 
owners of the Treasury's long-term se- 
curities, the welfare of policyholders 
and beneficiaries has been and will con- 
tinue to be strongly influenced by the 
national debt and its management. This 
is emphasized in the Sixth Study of the 
National Debt Series developed by the 
Committee on Public Debt Policy. W. 
Randolph Burgess, Chairman of the 
Executive Committee, National City 
Bank of New York, is Chairman of the 
Committee. y 

“To date,” the Study notes, “forces 
set up by wartime finance have raised 
the cost of living and thereby lowered 
the purchasing power of insurance pro- 
tection. For many people, taxes and liv- 
ing expenses have risen faster than in- 
comes, thus reducing the margin of 
earnings available for savings and for 
the purchase of life insurance. At the 
the purchasing power of insurance pro- 
tection is needed, its cost has risen be- 
cause of reduced interest earnings on in- 
vestments held by insurance companies. 

“To insurance policyholders, along 
with other groups of the population, it 
is important that debt management in 
the future should have as a major ob- 
jective the preservation of the value of 
the dollar. Policyholders are paying for 
future dollars—they need assurance that 
these dollars will do the work for which 
they were intended. Debt management 
should work towards economic stability, 
and not towards inflation or deflation. 


“The interest-rate policy set by the 
government will be of equal concern to 
policyholders. Rates on government se- 
curities set the pattern for rates on 
other investments. Low interest rates af- 
fect not only current new investments 
made by life companies, but, through 
refunding operations, reduce the earn- 
ings on holdings already in their port- 
folios. 

“Thus, the interest-rate policy will af- 
fect the amount of dividends paid to 
policyholders and hence the net cost of 
insurance. It will be an important factor 
in determining the premium levels on 
policies sold in the future. The govern. 
ment’s interest-rate policy should con- 
sider the saver as well as the borrower 
of money. 

“Since security is the first object of 
life insurance, reserves and surpluses 
must at all times be adequate. When in- 
vestment earnings are insufficient, in- 
surance companies must find the needed 
sums from other sources. The only 
other certain source is premiums paid 
by policyholders.” 


Fireproof Cycle Billing File 

A new cycle billing file, reported to be 
the first especially designed for fire pro- 
tection of accounts receivable, was re- 
cently developed by the Mosler Safe Com- 
pany and Craig Cycle Billing Files. The 
new file carries the ““B’”’ fire label of the 
Underwriters’ Laboratories, Inc., includ- 
ing the 30-foot drop or impact test. 
Through a “‘slide-in” door, it occupies a 
minimum of floor space. 
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“| don’t quite know how to ask the old boy for 
a promotion- my next move would be into his job” 
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Better Publicity Urged 
On Arbitration Awards 


Because management has been cop. 
stantly outsmarted by unions in its public. 
relations handling of arbitration, accord. 
ing to Labor Relations Institute, New 
York, that organization has developed a 
list of pointers for employers’ guidance, 
when faced with arbitration cases. O. C 
Cool, Director of the Institute, indicates 
that unions have generally been active in 
publicizing arbitration awards, one union 
technique being to brand employers as 
“anti-public” or unfair when they fail to 
submit certain types of union demands to 
arbitration. 

“Certain issues do not lend themselves 
for referral to an outside agency for de- 
termination,’ comments the organization's 
director. ‘The employer,” he adds, 
“should point out to the public and to em- 
ployees that he is willing to arbitrate any 
issues that can safely be left to third par- 
ties. But often no outside party can decide 
issues which may determine whether or 
not the company can continue in business. 
Excessive wage demands may fall in this 
category.” 

Suggestions offered to aid employers in 
explaining arbitration issues to the public 
and workers include the following: 

1. Make sure that what is arbitrable 
and what is not, under the con- 
tract, is clearly understood. 

2. Publicize arbitration cases in the 
plant through use of the plant pa- 
per, bulletin boards, letters to 
workers and payroll stuffers. 

3. Stress the fact that the company 
regularly settles disputes over the 
meaning of the contract through 
arbitration. At the same _ time, 
make the company’s position clear 
in any dispute which is being arbi- 
trated. 

4. When the company wins a case, 
emphasize the fact that the union 
was given a chance to present its 
side to the arbitration board. 
When the company loses a case, 
make sure that the workers realize 
the company policy was not at 
fault, but that there was merely an 
honest difference of opinion over 
the meaning of the contract clause. 

5. Be careful in the choice of arbitra- 
tors. Some are biased and are un- 
able to render impartial decision. 


Group Insurance Booms 


More than 17 million employees of 
American firms are now covered by group 
life insurance, with average protection 
more than $1,900 per worker. Group 
life insurance plans have now been set up 
by 47,000 companies—an all-time high. 
These group policies comprise 17 pet 
cent of all life insurance in force in the 
United States. 
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Programmed Management—A Challenge to Controllers 


Excerpts from an address by George 
S. Dively, President of Harris-Seybold 
Company, Cleveland, presented at the 
1948 Eastern Spring Conference of the 
Controllers Institute of America. 


If we are to retain the effectiveness of 
our competitive system, in the face of 
rapidly changing social and political en- 
vironments, then management must do a 
better job. In my opinion, more intelligent 
forward planning should replace the all 
too common momentum or “follow your 
nose” approach. The continuing evolution 
from owner-management to trained, pro- 
fessional-type management should permit 
faster development in this field. In the 
process, the Financial Department has a 
heavy responsibility, plus unlimited op- 
portunity for individual expansion. 


Four MAIN STEPS 


Our development of Programmed Man- 
agement at the Harris-Seybold Company 
in general consists of four main steps: a 
five-year guide program ; an annual specific 
operating objective; a quarterly adminis- 
trative budget-plan; and monthly budg- 
ets and controls. 

The five-year guide program in our case 
is primarily the responsibility of the top 
executives and the Executive Committee. 
One reason why so many budget programs 
are not too effective is that they start at 
the wrong end and cannot be “sold” or 
applied up the line. If real programmed 
management is to be carried through effec- 
tively it should start at the top. 

Our five-year program is based on sev- 
eral years’ study, which covered not only 
our own history and policies but also the 
practices of twelve of the most compa- 
rable and best managed heavy ee 
companies we could find both inside and 
outside of our industry. The object of this 
outside study was to determine the prac- 
tice regarding such over-all items as sell- 
ing, advertising, engineering and develop- 
ment, field service and general administra- 
tion, and to cross-check the expense ratios 
for these items in relation to the sales 
dollars. Our own conclusions regarding a 
longer-term forward program were then 
re-checked by an outside management 
consulting firm. 

Armed with this information, we then: 


1. established a clearer-cut product 
objective which resulted in a program for 
dropping certain products and adding 
others; 

2. increased objective 


our volume 


which necessitated some expansion in 
plant and facilities ; 

3. re-set our marketing structure which 
called for direct distribution of products 
previously handled by agents and an en- 
larged field organization, both aimed at 
lower distribution costs and a stronger ap- 
proach to post-war competition ; 

4. enlarged our engineering and tre- 
search programs as a basis for broadened 
and continuous product leadership ; 

5. strengthened our capital structure by 
calling in old five per cent debentures and 
issuing an increased amount of new 334, 
per cent debentures ; 

6. established a basic wage and pricing 
policy consistent with changing post-war 
conditions ; 

7. laid the premises for doing many 
other things. For example, we eliminated 
our old committee-type of management 
and went to a line organization as a means 
of more effectively carrying out this broad 
program and coupled this change with a 
program for building up the younger ex- 
ecutives to supplement the older group. 


GUIDE PROGRAM’S PURPOSE 


The purpose of the five-year guide pro- 
gram is not to decide specific issues that 
may change within a year or so but rather 
to provide a basis for making short-term 
administrative and operating decisions 
which will be consistent and sound. It di- 
rects corporate thinking and helps to de- 
velop more clearly defined corporate per- 
sonality. 

Underneath this five-year program we 
set up a specific one-year operating ob- 
jective. This annual objective is largely 
the responsibility of the top executive 
aided by a staff planning executive, who 
in our case is an assistant to the president. 
In addition, all chief administrative exec- 
utives, the Financial Department, and the 
Executive Committee, of course, collabo- 
rate closely in its development. 

The first step in establishing our annual 
operating objective is to set a shipment 
and profit objective on a “meet or beat” 
basis, with particular emphasis on the gen- 
eral business cyclical outlook—the heavy 
industry bug-bear that no individual com- 
pany can control. The next item is to set 
a manufacturing schedule, which we do 
on a two-year basis because of our long 
manufacturing cycle and in order to allow 
for buying certain items which must still 
be ordered up to fifteen months or more 
in advance. The capital investment pro- 
gram for the specific year is re-checked by 
the Financial Department, which also does 
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the analytical work on cost trends and 
ptices. 

A problem in this annual objective js 
to plan close coordination between sales, 
manufacturing and engineering. Bringing 
out new models must be timed and sched- 
uled so as to cause a minimum of manu- 
facturing interference; sales allocations 
which still exist in our industry have to be 
made with a view toward customer good- 
will. Some activities such as advertising 
releases and bringing out new products 
should be timed, at least in part, to the 
moves that competition is making. The 
one-year objective is, of course, coordi- 
nated with the five-year program. 

The next step, working down, is our 
quarterly budget-plan. It is handled 
largely by the planning executive working 
in close collaboration with the Financial 
Department and all administrative execu- 
tives. Again we set a quarterly shipment 
and profit objective on a ‘meet or beat” 
basis. We recheck and make adjustments, 
if necessary, in our longer-term produc- 
tion schedules. We establish expense budg- 
ets for the various departments on a 
quarterly basis. We decide on price and 
wage policies in terms of specific decisions 
and administrative timing. We specifically 
tie in the quarterly budget plan with the 
annual objective, and take a critical look 
at what might be in front of us from a 
general business or cyclical viewpoint. 

The fourth and last step involves the 
more common monthly budgets and con- 
trols which we adapt to fit in with over- 
all programmed management. This step 
is almost entirely the responsibility of the 
Financial Department. It is all based on 
facts, whereas the other three steps are 
largely based on forecasts and estimates. 
The main activity in this step is day-to-day 
operations, budget and control reports, 
and checking what has been done on a 
factual basis. We try to get the facts and 
relate them to our own budget standards 
and the best-known practices in our in- 
dustry, community or general business. 

In general, Programmed Management 
should be supported on a broad basis by 
intelligent research all along the line. By 
that I mean broad product research by 
the Engineering and Development De- 
partment; market research by the Sales 
Department; process and equipment te- 
search by the Manufacturing Department, 
and a lot of research on policies by top 
management. Also, forward planning 
must provide flexibility—alternate plans, 
and freedom to take changed routes in 
the light of unforeseeable conditions. 

* * * 


17TH ANNUAL MEETING 


Controllers Institute of America 


NEW YORK—OCT. 10-13, 1948 








T'S 


and 


Ve is 
sales, 
gin 
hed 
anu- 
Hons 
0 be 
ood- 
sing 
lucts 
the 
The 


rdi- 


our 
dled 
cing 
cial 
ecu- 
lent 
pat 
nts, 
luc- 
dg- 
la 
and 

ons 

ally 

the 

0k 

na 


iS, 





| ¥UM 





vw \INTMIZE 


your oreatest 


single 


office expense 
when you use UNRCO business forms 


Consider: your biggest outlay is for wages—for work hours. And where 
are most of those hours spent? On paper work. On writing, distributing, copying, filing, 
checking business forms. By simplifying and speeding up each of these many operations, 
Uarco business forms cut the cost of paper work to an absolute minimum. 
Ask your Uarco Representative to prove it. He will make a complete survey of your 
business forms needs and recommend needed improvements at no cost 
or obligation whatever. 


UARCO INCORPORATED 
Chicago, Ill; Cleveland, Ohio; Oakland, Calif.; Deep River, Conn. 


Offices in All Principal Cities. 


for instance... with Uarco E-Z-Outs, one writing produces 
every copy the job requires. No carbon mess... carbons are already 
interleaved. Copies are held neatly together for later additions— 
then detached with one simple operation. E-Z-Outs are only one of 


many Uarco business forms serving every business, large or small. 





UARCO~ 


IN CORPORMATEDO 





CONTINUOUS-STRIP FORMS ; AUTOGRAPHIC REGISTERS 
SINGLE SET FORMS BUSINESS FORMS FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS AND REGISTER FORMS 
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Personal Notes Clout Controllers 





HERBERT P. BROWN, formerly Con- 
troller of the National Dairy Products 
Corporation, has been elected Comptrol- 
ler of Joseph E. Seagram & Sons, Inc., 
New York, and its subsidiaries. Mr. 
Brown is a member of the Controllers In- 
stitute. 


HERBERT G. KEENE, formerly with 
Stagg-Mather & Hough, New York, was 
recently appointed Controller of United 
States Life Insurance Co., New York. 


JOHN A. Law- 
LER, a member 
of the Control- 
lers Institute, 
has been elected 
President of 
Aeronca Aircraft 
Corporation, 
Middletown, 
Ohio. Mr. Law- 
ler was Control- 
ler of Curtiss- 
Wright Corpor- 
ation, Columbus, 
Ohio, prior to 
his recent election. Before joining Curtiss- 
Wright Corporation in 1945, he served 
as Secretary & Treasurer of the Republic 
Creosoting Company, Indianapolis, Ind. 


MR. LAWLER 


A. G. LurRiE was recently appointed 
Controller of Miller Brothers Hat Com- 
pany, Inc., New York. A member of the 
Controllers Institute, Mr. Lurie was for- 
merly Controller of Westvaco Chemical 
Corporation, New York. 


T. H. Brerce, who was formerly asso- 
ciated with Pathe Industries, Inc., New 
York, now holds the positions of Treas- 
urer, Rochester & Pittsburgh Coal Com- 
pany (Canada) Ltd., and Assistant 
Treasurer, Rochester & Pittsburgh Coal 
Company and United Eastern Coal Sales 
Corporation, with headquarters in New 
York. Mr. Bierce is a member of the Con- 
trollers Institute. 


WELDON M. PADGETT, who was for- 
merly Assistant Secretary & Office Man- 
ager of the Pan American Pipe Line 
Company, Houston, Texas, has joined the 
Schlumberger Well Surveying Corpora- 
tion, Houston, as Controller. Mr. Padgett 
is a member of the Controllers Institute. 


WILLIAM E. EBERHART, JR., a member 
of the Controllers Institute, recently be- 
came associated with the Dulany and 





Lingo interests, Dallas, Texas, who for- 
merly owned Climax Engineering Com- 
pany, Clinton, Iowa, of which Mr. Eber- 
hart was Vice-President and Treasurer. 


THEODORE ROTHMAN, Vice-President 
of Pig’n Whistle Corporation, was re- 
cently elected General Manager of its 
chain of restaurants, confectionary stores 
and manufacturing units on the Pacific 
Coast, with offices in Los Angeles. Mr. 
Rothman holds membership certificate 
895 in the Controllers Institute and is a 
Certified Public Accountant. 


Harry L. MARGULES, Treasurer of 
Saks & Co. and Controller of Saks-34th, 
both of New York, has also been named 
Store Manager of Saks-34th succeeding 
Howarp E. Lovett, who has resigned, 
it was announced recently. 


Bank of New York and Fifth Avenue 
Bank, New York, recently announced 
that Kari A. SIMSON is now Comptrol- 
ler, succeeding R. W. Kaiser, who will 
serve as Vice-President in the banking de- 
partment. 


S. E. BRADLEY has resigned his posi- 
tion as Controller of the Zippo Manufac- 
turing Company, Bradford, Pa., and has 
opened a public accounting office in that 
city. Previous to his connection with 
Zippo, Mr. Bradley, who is a member of 
the Controllers Institute, was Controller 
of Dresser Manufacturing Division of 
Dresser Industries, Inc., at Bradford. He 
holds both a C.P.A. Certificate and a mas- 
ters degree in accounting. 


JOHN H. Moore, a member of the 
Controllers Institute, was recently elected 
President and 
Treasurer of 
Marshall-Wells 
Company, with 
offices in Duluth, 
Minn. He has 
been associated 
with the firm 
since 1933, and 
was executive 
Vice-President, 





Treasurer and 
Controller of the 
company. He MR. MOORE 


came to Mar- 
shall-Wells from the Pabst Brewing Co., 
Milwaukee, Wis., where he was Treas- 
urer and Controller. 

At the same time, PAuL N. THomp- 
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SON was named Assistant Controller and 
Assistant Secretary. Mr. Moore succeeded 
SETH MARSHALL, who. has been named 
chairman of the Board of Directors. 


JOHN E. CowLes has been elected 
Controller of Taggart Corporation, New 
York, which is a subsidiary of St. Regis 
Paper Company. Mr. Cowles is a member 
of the Controllers Institute. 


WILLIAM J. HOGAN, Treasurer of 
American Airlines, New York, has been 
elected a Vice-President of the company. 
Mr. Hogan, a member of the Controllers 
Institute, will continue as Treasurer, He 
joined American Airlines in May, 1947, 
having previously served as Controller of 
H. J. Heinz Company, Pittsburgh. 


P. H. Bits, Executive Vice-President 
of Gilbert & Barker Manufacturing Com- 
pany, West 
Springfield, 
Mass., was 
elected recently 
to the office of 
President of his 
company. Mr. 
Bills became as- 
sociated with the 
company in 1913 
in the Account- 
ing Department. 
He was elected 
Secretary and As- 
sistant Treasurer 
in 1924, and 
Treasurer and a Director in 1928. In 
1932, he became Vice-President and 
Treasurer, which position he held until 
he was elected Executive Vice-President 
in 1946. 

Mr. Bills, a charter member of the 
Springfield Control of the Controllers In- 
stitute, was the 1944-45 President of the 
Springfield Control. 





MR. BILLS 


Earv G. Warp, Vice-President, Control- 
ler and a Director of Montgomery Ward 
& Co., Chicago, recently resigned his of- 
fices with the company, which he had 
served for the past 20 years. He is holder 
of membership certificate 1079 in the 
Controllers Institute. E. A. Kriper, for- 
merly the company’s General Assistant 
Controller, succeeded Mr. Ward as Con- 
troller. 


Harry C. WILDNER was elected a 
Vice-President of the National Lead Com- 
pany at a recent meeting of the com- 
pany’s directors. Mr. Wildner, a member 
of the Controllers Institute, has been 
Controller since 1946. He is a Director 
and a member of the executive committee 
of the company. 


ANDREW J. THOME, formerly Control- 
ler of Grinnell Brothers, Inc., Detroit, has 
been appointed Controller of Stumpp & 
Walter Company, New York. 
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HERBERT C. DAVIDSON, a member of 
the Controllers Institute, retired on June 
1 from his post as a Vice-President of the 
Consolidated Edison Company of New 
York, Inc. He had been the company’s 
chief accounting officer, in charge of ac- 
counting, auditing, tax, statistical and 
regulatory matters. 

HARLAND C. ForBES, a Vice-President 
of the company, has taken over Mr. 
Davidson’s duties. Mr. Davidson joined 
the Standard Gas Light Company, a sub- 
sidiary of Consolidated Gas, in 1913 as a 
statistician and in 1919 was transferred to 
the parent company. He was appointed 
Controller in 1920, Assistant Secretary in 
1923 and Secretary in 1924. This last 
position Mr. Davidson held until 1938 
when he was elected a Vice-President of 
Consolidated Edison. In March, 1944, he 
was named a Vice-President of Brooklyn 
Edison, New York and Queens Electric 
Light and Power Company and New York 
Steam Corporation. Mr. Davidson was 
elected a Trustee of Consolidated Edison 
in January, 1943, and is a member of the 
Executive Committee of the Board of 
Trustees. He has served as secretary of the 
Board since 1934. 


Appointment of R. J. KILMER as Con- 
troller of Morton-Gregory Corporation, 
Toledo, Ohio, was announced recently. 
Mr. Kilmer’s headquarters will continue 
to be in Lorain, Ohio, where, since 1946, 
he has been Assistant General Sales Man- 
ager of the Nelson Stud Welding organi- 
zation, whose manufacturing assets and 
patents have been acquired by Morton- 
Gregory. He was associated with the Glid- 
den Company in various auditing and 
managing capacities from 1934 to 1941, 
when he joined the Owens-Corning 
Fiberglas Corporation. After serving as 
Manager of Owens-Corning’s Sales Con- 
trol and Planning Divisions, 1943-46, he 
resigned to join the Nelson Stud Welding 
organization. 


JoHN W. Scott, JR. has been elected 
Controller by Corn Products Refining 
Company, in New York City. Mr. Scott 
was previously Assistant Manager in the 
firm’s foreign department. He is a mem- 
ber of the Controllers Institute. 


RicHARD L. FEDERMAN, formerly Man- 
ager of the Minneapolis office of Peat, 
Marwick, Mitchell & Company has been 
elected Comptroller of the Bancorpora- 
tion, Minneapolis. 


Appointment of STEPHEN J. FINNE- 
GAN as Comptroller of Stern Brothers, 
New York, was recently announced. Mr. 
Finnegan, formerly Assistant Secretary 
and Assistant Treasurer of the company, 


succeeded CHARLES S. NEALE as Comp- 
troller, 


Simple as [1\ 3 G 





ADEN FULLY AUTOMATIC CALCULATORS 


A. Simple to Learn...in less than !5 

minutes anyone in your organization can be taught 
to Multiply, Divide, Add and Subtract 

—with Friden visible proof of accuracy. 

B. Simple to Operate... the exclusive Friden 
touch-one-key operation permits you to write 
useful answers while your next problem is being 
automatically calculated. 

C. Simple to get... just telephone 

your local Friden Representative, arrange for a 
demonstration on your own figure work; 


then place your order for an Immediate Delivery. 


FRIDEN MECHANICAL AND INSTRUCTIONAL SERVICE IS AVAILABLE IN APPROXIMATELY 250 COMPANY CONTROLLED SALES AGENCIES THROUGHOUT THE UNITED STATES AND CANADA 


FRIDEN CALCULATING MACHINE CO., INC. 


HOME OFFICE AND PLANT «+ SAN LEANDRO, CA 





The Controller, August 1948 423 

















| Paging the 





WORKMEN’S COMPENSATION 


WORKMEN’S COMPENSATION IN- 
SURANCE-MONOPOLY OR FREE 
COMPETITION. By Frank Lang. Pub- 
lished by Richard D. Irwin, Inc., Chi- 
cago. $4.00. 

—Reviewed by JOHN A. WILLIAMS, 

Assistant Comptroller, Niagara Hudson 

Power Corporation, Syracuse, N. Y. 

The increase in social awareness in this 
country, coupled with the impact of the 
coming of the machine age, made the 
adoption of workmen’s compensation in- 
evitable. In the years before our enormous 
industrial growth, the average employer 
had only a relatively small number of em- 
ployees, and if one of them was injured, 
he usually acknowledged his responsibility 
(legal or moral) to the extent of furnish- 
ing such aid to the man or his family as 
was necessaty. 

With the growth of the industrial ma- 
chine, the personal relationship between 
proprietor and worker was largely lost. 
Under the new conditions, “Who was to 
blame?” for an accident became of para- 
mount importance, and the assertion of 
employers’ defenses under the “Fellow- 
servant,” “Contributory negligence” and 
“Assumption of risk’ doctrines resulted 
in denial of payment to many injured em- 
ployees who were clearly entitled to com- 
pensation. With workmen’s compensation 
legislation, workmen are compensated for 
their injuries “Without regard to fault.” 

The first workmen’s compensation law 
passed in the United States, Maryland in 
1902, was finally declared unconstitutional. 
New York also passed a workmen’s com- 
pensation act in 1910 which was held un- 
constitutional. Public sentiment was 
strong enough, however, to bring about 
constitutional amendments, in __ states 
where required, and 10 states passed com- 
pensation laws in 1911. By 1917, 37 
states had workmen’s compensation laws 
and at the present time (March, 1948) 
compensation is in effect in every state ex- 
cept Mississippi. 

Insurance, or other security to provide 
for the payment of compensation benefits, 
is required in all workmen’s compensa- 
tion laws. There are four ways in which 
this security may be provided: 

1. Through insurance in a private insur- 
ance carrier (Stock, Mutual or Recipro- 
cal) 

. By self-insurance (where qualified ) 

. By insurance in a competitive state fund 


Ww No 


New Books 


4. By insurance in a monopolistic or “ex- 
clusive”’ state fund 


A self-insuring employer is, in effect, 
his own insurance company, and assumes 
the responsibility of furnishing adequate 
medical care, of investigating and adjust- 
ing compensation claims, and of paying 
benefits. In most states choice is permitted 
between one of the various types of pri- 
vate insurance plans or of self-insurance. 
The employer has an additional option of 
insuring with a competitive state fund in 
11 states. Seven states have monopolistic 
state funds, with no choice except to in- 
sure in the state fund available in five of 
them, whereas, in the other two, self-in- 
surance is permitted under certain condi- 
tions. 

The book “Workmen's Compensation 
Insurance-Mono poly or Free Competition”’ 
gives much of the historical background 
that lead up to the adoption of workmen’s 
compensation legislation, and then ex- 
pands upon the private insurance carriers’ 
part in the development of medical and 
rehabilitation services, in industrial acci- 
dent prevention, acceleration of the pay- 
ment of compensation claims, and in the 
reduction of overall costs. 

Early in the history of workmen’s com- 
pensation administration, the insurance 
companies came to a realization that medi- 
cal rehabilitation services and industrial 
accident prevention were not only good 
humanitarian practices, but also resulted 
in substantial reduction in costs. This 
book outlines things that the private in- 
surance companies have done to furnish 
adequate medical services, to speed up the 
rehabilitation of injured workers and to 
train handicapped workers so that they 
may return to industry, at a new skill, on 
a self-supporting basis. 


“LOCKING THE STABLE” 


There is little doubt but that the private 
insurance companies have made substan- 
tial contributions to industrial accident 
prevention, as they have given full sup- 
port to the philosophy, “It is much better 
to lock the stable before the horse is 
stolen, than it is to pay for the horse after 
it is gone.” The benefits of industrial ac- 
cident prevention are universally recog- 
nized, and include increased production, 
decreased overhead, decreased labor turn- 
over and savings in dollars through 
lowered compensation insurance premiums 





THe CONTROLLER........... 


PIN nee Avcusr, 1948 





424 


or costs. Private insurance companies, 
through their national bureau, have pre- 
pared safety standards which are used by 
employers throughout the country, irre. 
spective of whether or not such employers 
carry their workmen’s compensation in- 
surance with private carriers. Great prog- 
ress has been made through a continuing 
study of machine operations and man 
machines have been completely te-de- 
signed so as to provide safer conditions, 

Many of the insurance companies have 
large safety staffs, and one insurance com- 
pany alone spent over $1,800,000 in 
safety engineering work in 1943. In that 
year this company had an industrial safety 
staff of 337 engineers and 134 employees 
working from 93 field offices in the United 
States and Canada, to reduce accidents 
and to promote safety throughout the 
plants of the concerns whose workmen's 
compensation insurance it carried. This 
company is one of the largest, but a num- 
ber of other companies have safety staffs 
with more than a hundred employees de- 
voting their entire time to industrial acci- 
dent prevention. 

The book draws comparison between the 
costs of workmen’s compensation insur- 
ance premiums charged by private insur- 
ance companies and the costs under mo- 
nopolistic state fund operation, with con- 
sideration given to the differences in laws, 
administrative interpretations, and condi- 
tions in the various states. An extremely 
fine case is made for the advantages that 
may be realized through operating in a 
state that permits workmen’s compensa- 
tion coverage to be carried by private in- 
surance companies as compared with 
states that give a monopoly in such cover- 
age to a “‘state’’ fund. 


INSURANCE COVERAGE 


THE INSURANCE NEEDS OF AN 
AVERAGE COMPANY. Published by 
American Management Association, 
New York. $.75. 

In this pamphlet, a “typical” company 
insurance program is considered both 
from the standpoint of the buyer and the 
broker. There is particular emphasis on 
typical coverage requirements, such as 
fire, casualty, marine, boiler and machin- 
ery, and crime insurance. 


GETTING THE MOST OUT OF IN- 
SURANCE COVERAGE AND SERV- 
ICE. Published by American Manage- 
ment Association, New York. $.75. 


This pamphlet presents the insurance 
buyers’ and insurance companies’ view- 
points on whether insurance markets are 
keeping pace with the requirements of 
American business, what service the buyet 
should expect from his broker, the pit 
falls and possibilities of self-insurance 
and the effect of the current business out- 
look on the insurance of a company. 
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Federal Reports Council 
Appoints Five Members 

The Advisory Council on Federal Re- 
ports, official business consultant to the 
U. S. Bureau of the Budget, recently an- 
nounced the appointment of five new 
members to represent business-at-large 
during 1948. 

Those appointed for a second term 
were W. J. Donald, Managing Director 
of the National Electrical Manufacturers 
Association; David Graham, Treasurer of 
the West Virginia Pulp and Paper Com- 
pany; and E. Chester Peet, Vice-President 
and Treasurer of the Shell Oil Company. 
Mr. Peet is a member of the Controllers 
Institute. Two others were appointed for 
the first time, namely, T. J. Tobin, Comp- 
troller of the Erie Railroad Company, 
Cleveland, and a past national director of 
the Controllers Institute, and William G. 
Bourne, Jr., Vice-President and Treasurer 
of the Commonwealth and Southern Corp. 

In addition to Messrs. Peet and Tobin, 
mentioned above, two other members of 
the Controllers Institute have been serving 
for the past few years on the Advisory 
Council as official representatives of The 
Institute. They are E. E. McConnell, Con- 
troller of Norton Company, Worcester, 
Mass., and Lisle W. Adkins, Controller 
of the Crosley Division, Avco Manufac- 
turing Corporation, Cincinnati. 

The Council, which for five years has 
served both American business and gov- 
ernment, conducts studies through com- 
mittees of business men to’devise less bur- 
densome and more efficient methods of 
filing information and statistical data with 
the various federal agencies. Earl Con- 
stantine, chairman of the Council and 
President of the National Assoc. of Ho- 
siery Manufacturers, stated that thousands 
of individual companies had derived sub- 
stantial savings through simplified report- 
ing requirements achieved by the joint ef- 
forts of the Advisory Council and the 
Budget Bureau. The Council, as the ad- 
visor to the Bureau, is always prepared to 
receive constructive suggestions from 
company and trade association executives 
on problems arising from federally spon- 
sored information requests. 

Mr. Constantine pointed out that the 
Bureau of the Budget administers the Fed- 
eral Reports Act, which requires federal 
agencies to secure the U. S. Budget Di- 
tector's approval in advance of issuing any 
tequest for information “‘addresed’’ to 
more than nine persons or companies. Re- 
porting forms not marked “approved by 
the Budget Bureau” are illegal. 

The Council is sponsored by the Ameri- 
can Retail Federation, American Trade 
Association Executives, Chamber of Com- 
metce of the U. S., Controllers Institute 
of America, National Association of Com- 
mercial Organization Secretaries, National 
Association of Manufacturers and the Na- 
tional Industrial Council. 
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STEALING TIME 


Nicur watchmen can guard buildings. 


Steel vaults can protect valuables. 

Insurance can cover losses. 

But one thing too few businesses pro- 
tect themselves against is—stolen time! 
“Time stealers” can cost companies 
thousands of dollars every year. 

Take the matter of check reconcile- 
ment, for instance. Some firms spend 
days—even weeks—to reconcile checks 
every month, Yet there’s no need for 
employees to thumb through great 
batches of checks. 

With McBee Keysort, checks can be 
reconciled with 50% to 80% more effi- 
ciency. It eliminates many laborious 
steps in sorting, checking, adding and 
inter-filing. What’s more, any clerk can 
handle the entire operation with hardly 
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more than a half hour's training. 


So if your accounting department is 
“all thumbs” when it comes to check 
reconcilement, call the McBee man near 
you. He’ll be glad to give you a con- 
vincing demonstration. Or write us. 


KEYSORT CHECKS save countless man-hours 
every month by increasing the efficiency of check 
reconcilement 50% to 80%. Why not discover 


how this Keysort Method can be adapted to your 
business to help you save time and money? 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT— THE MARGINALLY PUNCHED CARD 
295 Madison Avenue, New York 17, N. Y. Offices in principal cities 
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Iustitute Cctivities 





Ft. Wayne Control Charter Presented 
By National Director T. W. Bryant 


RoBERT L. Carson, Controller of the 
Messenger Corporation, Auburn, Ind., 
was elected President of the newly organ- 
ized Ft. Wayne Control at its first official 
meeting, which was held in Ft. Wayne 
on June 24. 

The meeting also witnessed the presen- 
tation of the Control’s charter by T. W. 
BrYANT, General Controller, The Cuneo 
Press, Inc., Chicago. Mr. Bryant is a Na- 
tional Director of the Institute. 

Also in attendance at the meeting were 
THomas P. Car.Ley, Vice-President, 
Treasurer and Director, Reliance Manu- 
facturing Company, Chicago, and imme- 
diate past president of the Chicago Con- 
trol of The Institute; and HArRvey M. 
KELLEY, Assistant Secretary, representing 
national headquarters. 

In addition to Mr. Carson’s election as 
president, the following were named to 


serve as officers and directors of the Con- 
tro! for the coming year: 

Vice-President, H. J. MAMMOSER, Sec- 
retary, Assistant Treasurer and Comptrol- 
ler, Tokheim Oil ‘Tank and Pump Com- 
pany ; 

Secretary-Treasurer, G. P. SCHEELE, 
Auditor and Assistant Secretary, Bowser, 
inc:< 

Directors, Messrs. Carson, Mammoser, 
Scheele, and RicHARD N. ALLEN, Con- 
troller, Central Soya Company, Inc.; 
. P. Cairns, Comptroller, American 
Rock Wool Corporation, Wabash, Ind.; 
EUGENE R. ONG, Secretary and Assistant 
Treasurer, Buescher Band Instrument 
Company, Elkhart, Ind.; JoHN S. StuR- 
GEON, Comptroller and Assistant Treas- 
urer, The Magnavox Company ; and 
ErviIN A. ZERN, Ervin A. Zern & Asso- 
ciates. 


Four Sub-Commitees to Study Taxation 


Organized by New York City Control 


Organization of four sub-commitees 
of the Tax Committee of the New York 
City Control has been announced by 
Warren M. Maule, Secretary-Treasurer, 
Southwood Exploration Company, Inc. 
Mr. Maule has succeeded Claude W. 
Hupp, who is now Controller of Glen- 
more Distilleries Company, Louisville, 
Ky., as chairman of the committee. Mr. 
Hupp, who organized the committee 
and laid the groundwork for its activ- 
ity, resigned the chairmanship because 
of a change in business connection from 
New York to Louisville. Formerly vice 
chairman of the committee, Mr. Maule 
was succeeded in that position by Stephen 
G. Walton, Secretary-Treasurer, Fred F. 
French Investing Co., Inc. 

The activity of the Tax Committee of 
the New York City Control, which is 
one of six technical committees recently 
established within the membership of 
the Control (previous reports of this 
program of committee activities were 
published in THE CONTROLLER for No- 
vember, 1947, and April, May and June, 
1948), includes Federal Taxation, Social 
Security and Withholding Tax, State Taxa- 


tion, and Local Taxes. 

Because of interest expressed by a 
number of members of the Control, con- 
sideration is being given to the forma- 
tion of a fifth sub-committee to handle 
foreign tax problems with the resultant 
federal tax credits. 

In discussing the activity, the commit- 
tee chairman pointed out: 

“Policies of the national committees 
of The Controllers Institute on Federal 
Taxation and Social Security and With- 
holding Taxes will be recognized and 
any recommendations of the New York 
City Control Committees will be sub- 
mitted to the National Committee. 

“Sub-committees will study the diffi- 
culties and inequities resulting from 
national, state and local tax laws and 
regulations, and their administration, 
and take whatever action they may deem 
necessary under the circumstances. All 
members of the New York City Control 
are urged to communicate their partic- 
ular problems or recommendations to 
the chairman or the chairmen of the dif- 
ferent sub-commitees for such action as 
these commitees may desire to take. 
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“It is not contemplated that any meet. 
ings of these sub-committees will take 
place during the summer months but if 
there are any problems which may arise, 
the chairmen of these respective sub. 
committees will be prepared to act if 
necessary. 

“It is expected that, with the full co. 
operation of all the members of the 
New York City Control, the sub-com. 
mittees of the Tax Committee will be 
able to accomplish the purposes for 
which they have been organized and we 
believe that these committees will be of 
real service to the members in their spe- 
cial problems. 

“Organizational meetings disclosed a 
very important benefit to be derived 
from the formation of technical com- 
mittees, particularly in the larger Con- 
trols, through the activities of more of 
the members of each Control, rather 
than the smaller groups who are active 
at the present time. It is anticipated 
that these capable men with a common 
interest will be able to accomplish much 
through the technical committee activ- 
ities.” 

The personnel of the four sub-com- 
mittees follows: 

1. Federal Taxation—Chairman, B. S. 
RopEY, JR., Assistant Secretary & Man- 
ager of Tax Department, Consolidated 
Edison Company; A. J. C. BEAcRoFT, 
Controller, National Can Company; 
W. A. Boye, Comptroller, United 
States Hoffman Machinery Corporation; 
H. GeorGE HINCK, Secretary & Control- 
ler, Wallerstein Company, Inc.; C. F. 
LANG, Assistant Treasurer, Discount Cor- 
poration of New York; and FRANK E. 
WENTWORTH, Secretary & Chief Account- 
ant, Ward Baking Company. 

2. Social Security and Withholding 
Tax—Chairman, ‘WALTER J. PFIZEN- 
MAYER, Controller & Secretary, The Com- 
mercial National Bank & Trust Company; 
Louis DEAN, Lynbrook, N. Y.; and H. A. 
SNYDER, Controller, Reeves-Ely Labora- 
tories, Inc. 

3. State Taxation—Chairman, HENRY 
L. MAGGIOLO, Assistant to Controller, 
Combustion Engineering Company, Inc.; 
RAYMOND D. ALLEN, Partner, Matters- 
dorf & Allen; RoBERT F. BENDER, Con- 
troller, Bigelow-Sanford Carpet Co., Inc.; 
A. J. FoURNIER, Manager, Tax Depatt- 
ment, of Peat, Marwick, Mitchell & Co., 
Newark, N. J.; GEORGE O. SWEZEY, 
Treasurer, Nestle Company, Inc. ; ARTHUR 
F. WorbeN, Assistant Controller, Sim- 
mons Company; and L. R. ZANG, Treas- 
urer, Austin Nichols & Co., Inc., Brook- 
lyn, N. Y. 

4. Local Taxes—Chairman, P1Lson W. 
KELLy, Brooklyn, N. Y.; EUGENE SHERI 
DAN, Assistant to Controller, Royal Type- 
writer Co., Inc.; STEPHEN G. WALTON; 
and WILLIAM WIpMAYER, Vice-President 
& Controller, Guaranty Trust Company ot 
New York. 
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Industry's Capital Outlays Rising 
“Kxeess” Facilities Absorbed 


Fears that wartime expansion of pro- 
duction facilities would result in excess 
capacity in some lines and that surplus 
war plants and tools would be a drag 
on the market for capital goods have 
proved to be groundless, the Federal 
Reserve Bank of New York asserted in 
its Monthly Review recently. 

In every year since the end of the war, 
the bank points out, American industry 
has increased its capital outlays and, 
during the current year, American busi- 
ness plans to spend for this purpose 
$18,700 million, according to joint esti- 
mates of the Department of Commerce 
and the Securities and Exchange Com- 
mission. 

Domestic capital formation has con- 
tributed greatly to the maintenance of 
high levels of production and employ- 
ment, the bank observes. Expected out- 
lays this year, it explains, are 15 per 
cent above the previous record of $16,- 
200 million of expenditures last year. 





NEW PLANT AND EQUIPMENT 
EXPENDITURES 


1948 = PLANNED 
HER YEARS=ACTUAL 





























42.43 “44 ‘45 ‘46 ‘47 ‘48 
Chart by Cleveland Trust Co. 


“Judging from data available for the 
Corporate sector of business, the bulk 
of the financial requirements of busi- 
ness organizations have been met 
through retention of earnings, after div- 
idends and entrepreneurial withdrawals, 
and from depreciation allowances,” the 
bank says. 

“According to estimates of the De- 
partment of Commerce, retained profits 
and depreciation charges of all non-fi- 
nancial corporations were about two- 
thirds larger than external sources of fi- 
nancing through bank loans or securi- 
tes in 1946 and twice as large in 1947. 
In 1946, however, corporations financed 
a larger part of their needs through the 


sale of government securities (which 
represent in part retained earnings of 
the war years) than in 1947.” 

According to the bank, the outstand- 
ing feature of the financing of corporate 
capital investment since the war, aside 
from the heavy reliance on current earn- 
ings, has been the large dependence on 
debt financing. When bond issues and 
loans from banks and insurance com- 
panies (including the indirect form of 
debt financing whereby corporations 
sell capital assets to insurance companies 
or other institutions and rent them on 
long-term leases) are taken into ac- 
count, debt financing has far exceeded 
equity financing—including common and 
preferred stock issues. 

“For all non-financial corporations 
net equity issues came to approximately 
20 per cent of total external financing 
through security issues and bank and 
other loans in 1946, and to more than 
15 per cent in 1947.” 


STOCK MARKET TRENDS 


Since common stock flotations tend 
to increase substantially during  sus- 
tained periods of rising stock prices, 
the bank comments, the recent upswing in 
the market, if maintained, may eventu- 
ally increase the contribution of this 
source of corporate funds. 

Although the dollar volume of busi- 
ness capital outlays in 1948 is expected 
to exceed 1947 expenditures, both in 
the aggregate and in most industry 
groups, it is expected to run below the 
rate for the fourth quarter of 1947, the 
bank points out. The rate of planned 
outlays in the second half of 1948, it is 
explained, is in turn expected to fall 
somewhat below that for the second 
quarter of this year. The decline in the 
last half is likely to occur chiefly in the 
manufacturing and mining industries, 
while the rate of expenditures in all 
other industries will remain  substan- 
tially unchanged, and the railroads are 
expected to spend more than in any 
previous post-war half-year period. 

From the trend of estimated outlays 
for the present year, the bank goes on, 
it would appear that in a number of in- 
dustries capital expansion plans may be 
approaching completion and the demand 
for industrial capital goods may decline 
after 1948. 


17TH ANNUAL MEETING 


Controllers Institute of America 


NEW YORK—OCT. 10-13, 1948 
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— it’s stuck, ’ 
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button 
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We can’t help you 
there... “Bub”. 
but your OFFICE OVERLOADS, sir! 


in CALCULATING 
in TYPING 
in TABULATING 


in TRANSCRIBING 


those are OUR OVERLOADS! 


When you need an inventory that’s up- 
to-date, loday’s...when you need a 
questionnaire squeezed dry of all its 
priceless facts ... when you have sales 
slips as numerous as rain, daily... when 
you must have factory costs, sales costs 

. when you want to know who sold 
what, where, when, and for how much 

. when you want personnel analyses 

. when you’ve a VOLUMINOUS 
amount, or one, or a hundred letters to 
be typed . . cylinders to be transcribed: 

We'll take on the overload, the peak. 
You goon with routine. We'll save time, 
money and wits for you ... when you 


~Agomunan 


The nation’s foremost office overload service 
WORKMAN SERVICE, INC. 
CHICAGO 2, Ill., 58 E.Washington St. 


Other office locations: 





New York City ¢ Los Angeles 
Minneapolis ¢ Seattle 




















Positions Wanted 





COPY DEADLINE: 


Tenth of month preceding publica- 
tion. 


Each employer and each advertiser 


listed in this magazine is individually re- 
sponsible for determining the value of the 
person available or of the position open. 


Controller—Executive Accountant 


Executive accountant presently em- 
ployed offers: eleven years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
vising senior. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs; developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 44. 
Salary $15,000. Address: Box 763, THE 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Controller, Assistant Controller or 
Methods and Systems Manager 


Available, 41, married, college educa- 
tion, 20 years experience in the accounting 


field. Have performed in the capacity of 
controller, assistant controller and systems 
and procedure manager. My experience 
embraces financial and cost accounting, 
taxes, systems and procedures and mem- 
ber of management committees. Address: 
Box 828, THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. 


Executive Available 


Executive with proven ability offers ex- 
tensive experience to an organization 
wishing to know where it is and where it is 
going. Comptroller, 10 years; treasurer, 2 
years of active nationwide organization. 
Age 40, married, college, member Con- 
trollers Institute of America since May, 
1938. Address: Box 829, THE CONTROL- 
LER, One East Forty-second Street, New 
York 17, N. Y. 


Assistant Treasurer—Controller 


A member of the Controllers Institute 
of America with 20 years experience in 
textiles desires to make a change. His ex- 
perience includes cost and inventory con- 
trol, budgets, systems, accounting, insur- 
ance and finance. Positions held include 
internal auditor, cost analyst, general office 
manager, and assistant treasurer. Address: 
Box 830, THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. 


Controller—Treasurer 


Member of the Controllers Institute and 
America Institute of Accountants, college 
graduate, Certified Public Accountant, and 
attorney desires to make a change. Diver- 
sified experience includes 14 years of au- 
diting, accounting, systems and _proce- 
dures. Especially interested in personnel, 








What are thecontrolling factors 
| which must be considered in de- 
ciding whether a Pension Plan 
or any form of Employee Benefit 
Plan should be adopted? 


Consult 


PENSION CORPORATION OF AMERICA 
20 PINE STREET, NEW YORK 5, N.Y. 








THE CONTROLLER 
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coordination and administration. Presently 


assistant comptroller for large national 
concern. Would prefer to locate in the 
South. Salary required $6,000 to $8,000, 
dependent upon location, responsibility 
and opportunity. Age 36, married, three 
dependents. Address: Box 831, THE Con. 
TROLLER, One East Forty-second Street, 
New York 17, N. Y. 


Treasurer—Controller 


I have been a controller for 20 years, | 
invoiced, collected and disbursed moneys 
aggregating millions of dollars annually, 
I negotiated contracts and did business 
with the government banks, insurance 
companies and unions. I installed systems 
& controls and supervised over 100 peo- 
ple. I helped management increase sales 
and profits, decrease costs and achieve 
savings in five figures. Age 41. Address: 
Box 832, THE CONTROLLER, One East 
Forty-second Street, New York 17, N. Y. 


Controller—Treasurer 
Assistant to President 


Member of Controllers Institute with 
several years’ experience in executive and 
staff positions. Trained in college and 
by experience to handle all phases of 
corporate accounting and other prob- 
lems. Experience covers budgets, instal- 
lation and analysis; cost control and 
corporate planning and negotiations; 
executive committee functions; strong 
on analysis, planning, organization and 
coordination. Desires permanent posi- 
tion in Midwest or Northwest. Age 41, 
married, two children. Address: Box 
833, THE CONTROLLER, One East Forty- 
second Street, New York 17, N. Y. 


Assistant Controller, 
Executive Accountant 


Member of Controllers Institute and 
Certified Public Accountant, 38 years 
old, offers 12 years of broad experience 
in executive and supervisory accounting 
capacities, together with a strong ap- 
preciation of management viewpoint, 
ability to handle personnel effectively, 
initiative and power to get things done. 
One and one-half years as controller, 
five years as executive accountant and 
six years as senior public accountant. 
Experienced in financial and cost analy- 
sis with ability to prepare clear and con- 
cise reports. Has dealt extensively with 
top management executives, has reor- 
ganized accounting and control systems, 
has handled taxes and inventory con- 
trol, knows cost accounting. 

Prefers position with opportunity for 
growth after proving ability. Location 
immaterial. Married. Salary require- 
ment moderate. Available immediately. 
Address: Box 834, THE CONTROLLER, 
One East Forty-second Street, New 
York-27, (N: ‘¥: 
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Many Firms Maintaining 
Strong Financial Position 


Many businesses entered 1948 in a very 
strong position financially and have suc- 
ceeded in maintaining that status, Roy A. 
Foulke, vice president of Dun & Brad- 
street, Inc., reported recently in an analy- 
sis of the financial structures of commer- 
cial and industrial businesses. Mr. Foulke 
has brought up to 1946 his published 
studies of fourteen important business ra- 
tios for twenty-four wholesale and twelve 
retail lines. His analyses, compiled annu- 
ally since 1931, are based on financial 
statements and operating figures of nearly 
3.000 wholesalers and retailers with a net 
investment of $50,000 or more. The data 
for 1947 and for the year to date still re- 
main to be published. 

In the economic adjustments that fol- 
lowed the signing of surrender terms in 
1945, the supplies of goods available were 
no longer adequate to support the un- 
ptecedented sales volume. While inven- 
tories increased rapidly, they remained be- 
low pre-war levels when measured against 
sales. Many businesses used profits to re- 
tire part of their funded debts. 

The ratio of current assets to current 
debt indicated a high level of credit sta- 
bility in almost every line studied in 
1946. While many declines occurred, the 
changes from 1945 to 1946 were small, it 
was reported. 

Net sales to inventory declined in all 
twelve of the retailing lines and in four- 
teen of the wholesaling lines, largely be- 
cause of the sharp rise in inventories dur- 
ing that year. The sharp inventory in- 
crease in most of these retail and whole- 
sale lines was shown in the inventory to 
net working capital ratio. It reached a 
peak level only among wholesale grocers, 
however. 

Sales volume, as measured by turnover 
of net working capital, reached a record 
level in most of the wholesale lines 
studied and increased sharply in many of 
the retail lines. The average collection pe- 
tiod increased considerably among many 
of the wholesalers. 

The retirement of outstanding long- 
term obligations during 1946 resulted in 
a sharp decline in the number of busi- 
hesses reporting such types of obligations. 
While steadily increasing sales volume 
and the resulting need to expand inven- 
tories made a rise in current debt neces- 
saty, in none of the lines studied, Mr. 
Foulke reported, was the ratio of current 
debt to tangible net worth heavy. This 
tatio declined in half of the retail lines 
and in three of the wholesale lines. 
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LOWER Fatigue... 


HIGHER Production 


It is never necessary for the operator to stand at 


ROL-DEX filing equipment 


—the files come to her. Investigate this modern, effi- 
cient method. Write for facts and figures on tested ROL- 


DEX installations. 


ROL-DEX DIVISION 


WATSON MANUFACTURING CO., INC., JAMESTOWN, N. Y. 
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ATLANTA June 29 
Program: Dinner, election of officers and 
a round table discussion. 

CHICAGO June 17 
Program: Golf, dinner and entertain- 
ment. 

CLEVELAND June 11 
Program: Annual meeting; dinner and 
golf party. 











TO GHESS oe 
To KNOW... 


Co GUESS is expen- 
sive when it costs 
so little to know. 
American Appraisal 
Service removes 
| uncertainty about 


property values 


The AMERICAN. 
APPRAISAL 
C. ompany 


Over 50 Years of Service 


OFFICES IN PRINCIPAL CITIES 
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DALLAS June 22 
Program: Annual business meeting to 
elect officers and directors for 1948-49. 


DETROIT June 11 
Program: Election of officers, dinner and 
entertainment. 


HOUSTON June 22 
Program: Election of officers and commit- 
tee reports. 


INDIANAPOLIS June 16 


Program: Golf, dinner and annual elec- 
tion of officers. 


KANSAS CITY June 14 
Topic: ‘How Men Are Selected for Cor- 
porations.”” 

Speaker: Dr. Julian Pennington, Consult- 
Psychologist, Great Lakes Pipe Line Co., 
Esso Standard Oil Company and Shell 
Oil Company, Kansas City. 
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LOS ANGELES June 17 
Topic: “Income, Corporation and Estate 
Taxes.” 

Speaker: William Galbally, Jr., of Ly- 
brand, Ross Bros. & Montgomery, in Los 
Angeles. 

Guest: Walter Mitchell, Jr., Managing 
Director, Controllers Institute of America, 


LOUISVILLE June 23 
Topic: “How the 1948 Legislative Acts 
Affect Business.” 

Speaker: Louis Bosse, Managing Direc. 
tor, Associated Industries of Kentucky. 


NEW YORK CITY June 18 
Program: All day sports, luncheon and 
dinner, entertainment. Annual election of 
officers. 


NEWARK June 29 
Program: Golf outing and dinner. 


PENN-YORK 
(Division of the Buffalo Control) 
Topic: “Taxes” 
Speaker: Samuel J. Lasser, Partner and 
Manager, Jamestown, N. Y., office of 
Seidman and Seidman. 


July 1 


PITTSBURGH June 16 
Program: Golf, dinner, 1947-48 reports 
and election of officers for 1948-49. 


ROCHESTER June 24 
Program: Election of officers and all day 
entertainment. 

July 13 
Topic: “General Business Tax Law of 
Monroe County” (Group Discussion) 
Discussion Leaders: Norman R. Olley, 
Secretary and Controller, R. T. French 
Company, Rochester; and Richard L. Mc- 
Knight, Tax Department, Eastman Kodak 
Company, Rochester. 


ST. LOUIS June 22 
Program: Luncheon and outdoor sports, 
followed by annual meeting, election and 
installation of officers. 


SAN FRANCISCO June 18 
Program: Election of officers for 1948- 
49. 

SEATTLE June 24 


Program: Dinner and election of officers 
for 1948-49. 





“Government lending, in its ultimate 
aspect, is a one-way road to business mo- 
nopoly, as well as to the completely 50- 
cialized state.’—Evans Woolley, Chait- 
man of the Fletcher Trust Company, 
Indianapolis, and Vice-President, Ametfi- 
can Bankers Association. 
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Obituary 
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Shepard Edmund Barry 


Shepard Edmund Barry, 71, died on 
April 17 as a result of a long illness. At 
the time of his 
death, Mr. Barry 
was Comptroller 
of The North- 
western Mutual 
Life Insurance 
Company, Mil- 
waukee, Wis., 
which he joined 
in 1916 as Au- 
ditor. 

Before becom- 
ing associated 
with The North- 
western Mutual 
Life Insurance Company, Mr. Barry was 
prominent in the field of public account- 
ing, having served on the Wisconsin State 
Board of Accountancy of which he was a 
past president, under the appointments of 
two governors. He served on special ex- 
amining committees of the Civil Service 
Commission of Milwaukee County. In 
1928, he was made Assistant to the Presi- 
dent of The Northwestern Mutual Life 
Insurance Company in charge of person- 
nel problems. When this office was abol- 
ished in April, 1932, he was appointed to 
the newly created executive office of 
Comptroller. 

Mr. Barry held membership certificate 
742 in the Controllers Institute of 
America by virtue of election in June, 
1936. He was a past president of the 
Wisconsin Society of Certified Public Ac- 
countants and a member of the American 
Institute of Accountants, the American 
Society of Certified Public Accountants, 
American Statistical Association, Ameri- 
can Academy of Political and Social Sci- 
ence, and the National Association of 
Cost Accountants. He is survived by one 
daughter, Lois Virginia. 





MR. BARRY 


Dr. John T. Madden 


Dr. John T. Madden, 65, was buried in 
the Gate of Heaven Cemetery, East Han- 
over, N. J., July 6, after a solemn high 
fequiem mass was held for him at St. 
Patrick's Cathedral in New York City. Dr. 
Madden, who was Dean of New York 
University School of Commerce, Accounts 
and Finance, from 1925 until 1943, was 
Personnel Director of Loew’s, Inc. and 
Director of the Institute of International 
Finance (a division of New York Univer- 
sity) at the time of his death. 

A widely known economist, Dr. Mad- 
den had been with the New York Univer- 


New York, N. Y. 
Clarksburgh, W. Va. 
St. Louis, Mo. 
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sity School of Commerce since 1911. Au- 
thor of numerous works on accounting, 
auditing and other business subjects, he 
had received decorations from Romania 
and Belgium. He was an associate member 
of the Controllers Institute of America, 
and a member of the New Jersey State and 
New York State Societies of Certified Pub- 
lic Accountants, the American Economic 
Association, the American Association of 
University Instructors in Accounting, as 
well as the Academy of Political Science, 
the Merchants Association of New York 
City and the American Arbitration Assoc. 


John D. Welch 


John D. Welch, 50, formerly Comp- 
troller for the Allison Division of Gen- 
eral Motors Corporation, died of a heart 
ailment at his home in Indianapolis, Ind., 
on June 28. 

A member of the Controllers Institute 
of America, since his election in August, 
1946, Mr. Welch had held positions with 
General Motors in Dayton, Ohio, and 
New York before going to Indianapolis. 
Prior to joining General Motors in 1920, 
he worked as a clerk in the Merchants 
Bank at Madison, Wis. He was a native 
of England. 


THe CONTROLLER........... 


U.S. Labor Peace Needed 
To Prevent World Crisis 


Leaders in labor-management relations 
of American industry believe that “only a 
thin line separates the world from starva- 
tion and want and the United States from 
boom and bust, and labor and manage- 
ment of America are that line,” according 
to a survey by the American Management 
Association of more than 1,000 leading 
companies in all fields of business. The 
survey showed American industry is con- 
centrating on industrial harmony “in a 
major effort to assure national economic 
stability by increasing employee produc- 
Civity. 

The survey showéd most companies 
consider employee education in basic busi- 
ness principles, mutual understanding of 
the fundamental relationship between 
wages and productivity, effective super- 
vision based on better human relations, 
appropriate salary policies for executives 
and supervisors, and wider knowledge of 
recent labor-management legislation as 
the outstanding essentials in creating the 
atmosphere necessary for the increased 
productivity they believe is necessary to 
prevent a depression in this country and 
abroad. 
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New Onstitute Members Elected 


The information listed below is arranged so that it may be clipped by the 
members of the Controllers Institute for addition to the Directory of Mem- 
bers in the current Year Book of The Institute. 





At a meeting of the National Executive 
Committee held June 22, 1948, the ap- 
plicants named below were elected to ac- 
tive membership in The Institute: 


CLARENCE H. AHSLER 
Rayonier Incorporated, New York City. 
WILBUR R. ANDRESON 
Bekins Van and Storage Company, Los 
Angeles. 
GILBERT O. BAKER, JR. 
Harbor Plywood Corporation, 
quiam, Washington 
WILLIAM J. BANKs 
International Shoe Company, St. Louis. 
FRANK Borst 
Phillips-Jones Corporation, New York 
City. 
EpwAarD De FELICE 
Ocean Tow, Inc., Seattle. 
Harvey O. EDSON 
Kellogg Switchboard and Supply Com- 
pany, Chicago. 
MarTIN A. FEIT 
Doehler-Jarvis Corporation, Pottstown, 
Pa. 
HAROLD V. GEBHART 
The United Electric Coal Companies, 
Chicago. 
GEORGE L. GRIFFETH 
Rich’s Inc., Atlanta, Ga. 
EARL P. HARVEY 
Midland Warehouses, Inc. (and affili- 
ated companies), Chicago. 
EDWIN C. HIGGINS 
Walter Baker Chocolate and Cocoa Di- 
vision, General Foods Corporation, 
Dorchester, Mass. 
Louis G. JAMES 
Lone Star Gas Company, Dallas, Texas. 
CLAIBORNE H. JOHNSON 
Fleming & Sons, Inc., Dallas, Texas. 
RUSSELL T. JOHNSON 
J. 1. Case Company, Racine, Wis. 
SIDNEY G. LARKIN 
Joy Manufacturing Company, 
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ALFRED J. LAUER 
Berghoff Brewing Corporation, Fort 
Wayne, Ind. 

WALLACE W. MARCH 
Drilling and Exploration Company, 
Inc., Dallas, Texas. 

J. WILLIAM Massie 
Republic National Bank of Dallas, 
Dallas, Texas. 

W. C. MENASCO 
The City National Bank of Houston, 
Houston, Texas. 

WARREN P. METZ 
International Shoe Company, St. Louis. 

ROBERT MONTGOMERY 
Willys-Overland Motors, inc., Toledo, 
Ohio. 

MELVIN A. NELSON 
Sheller Manufacturing 
Portland, Ind. 

WALTER S. NEUSTADTER 
Sun Chemical Corporation, Long Is- 
land City, N. Y. 

P. O. NEWTON 
First National Bank in Dallas, Dallas, 
Texas. 

Howarp M. NIMMONS 
United National Corporation, Seattle. 

JAMES P. ORCHARD 
Bowser, Inc., Fort Wayne, Ind. 

ROBERT G. PERRY 
Peoples National Bank of Washington 
in Seattle, Seattle. 

GILBERT E. PETERSON 
Drilling and Exploration Company, 
Inc., Dallas, Texas. 

T. G. REDMAN 
Swift & Company, Union Stock Yards, 
Chicago. 

JAMES M. REID 
Penn Electric 
Goshen, Ind. 

EARLE L. RICH 
Fort Wayne Corrugated Paper Com- 
pany, Fort Wayne, Ind. 

THOMAS R. RICHARDS 
Marine Bancorporation, Seattle. 

Forest D. RICHARDSON 
S. B. Foot Tanning Company, Red 
Wing, Minn. 

CHARLES F, SCHWARTZ 
Mechanics Universal Joint Division, 
Borg-Warner Corporation, Rockford, 
Ill. 


Corporation, 


Switch Company, 
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Eric M. STANFORD 
I, Magnin Company, San Francisco, 
C. WILLIAM SUNDIN 
Marblehead Lime Company, Chicago, 
JAMES J. SUTHERLAND 
Electronics Division, Sylvania Electric 
Products, Inc., Boston. 
LEO G. SWINEHART 
The Kawneer Company, Niles, Mich, 
HUBERT TALBOT 
Wayne Knitting Mills, Fort Wayne, 
Ind. 
RoBERT C. Tyo 
Porter-Cable Machine Company, Syra- 
cuse, N. Y. 
WILLIAM J. VACHOUT 
The Pharis Tire and Rubber Company, 
Newark, Ohio. 
JEROME T. WEILER 
National Carloading Corporation, New 
York 
MarkK A. WERT 
S. W. Evans & Son, Philadelphia. 
RussELL B. WITTER 
Diebold, Incorporated, Canton, Ohio. 


Savings Foreseen by Extension 
of Cost Controls 


Extension of cost control methods will 
aid materially in reducing manufacturing 
costs and meeting consumer demand for 
lower prices, according to a study on 
standard costs recently released by the 
National Association of Cost Account- 
ants, based upon a detailed survey of 72 
companies in diversified industries. 

While a majority of progressive con- 
cerns utilize standard costs, otherwise 
known as predetermined costs, the full 
potential of such cost accounting methods 
have not been realized, it was stated. Al- 
though labor and caw material costs have 
risen steadily since the end of the war, the 
possibilities of obtaining increased yields 
from these costs and for controlling other 
manufacturing costs have not been fully 
appreciated. Fields where they might be 
applied to fuller advantage, it was said, 
are valuation of inventory, pricing, and 
cost control. 

The use of standard costs, it was added, 
became widespread during the decade be- 
fore the war. Business management was 
able to measure the variances between the 
actual costs and the standards by scientific 
studies and an analysis of past perform- 
ance, and to take corrective action to fe 
move the causes of differences which 
cropped up. 

During the war, however, when em- 
phasis was on production at any price, | 
little progress was made in the field of 
standard costs, according to cost account: 
ants. They pointed out that with the re 
turn of a competitive era which is in the 
offing, the manufacturer who overlooks 
cost-control methods will be at a great 
disadvantage. 








